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THE OLD LINE LIFE INSURANCE COMPANY 
OF AMERICA 


HOME OFFICE | 
Milwaukee, Wisconsin 


is contemplating new General Agency Headquarters in the following 
cities: 


San Francisco, Sacramento and Oakland, California. 

Chicago, Springfield, Peoria and Rockford, Illinois. 

Des Moines and Sioux City, Iowa. 

Kansas City and Wichita, Kansas. 

New Orleans, Louisiana. 

Detroit and Grand Rapids, Michigan. 

Duluth and St. Paul, Minnesota. 

Omaha, Nebraska. 

Cincinnati, Cleveland, Columbus and Dayton, Ohio. 

Portland, Oregon. 

Philadelphia, Pittsburgh, Erie, Williamsport, Reading and 
Scranton, Pennsylvania. 

Chattanooga, Memphis, Nashville and Knoxville, Tennessee. 

Dallas, Houston, Fort Worth, Waco and Amarillo, Texas. 


District Managers will be placed in the following cities: 


Los Angeles, Fresno and San Diego, California. 
Seattle, Spokane and Tacoma, Washington. 


Rupert F. Fry, President. F. J. Tharinger, Assistant Secretary and 


Manager of Accident and Health Department. 


L. C. Cortright, Actuary and Assistant 
John E. Reilly, Secretary and Treasurer. Secretary. 


LIFE, ACCIDENT AND HEALTH INSURANCE 
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Home of the Greatest Illinois Company 
Land and Building Owned and Occupied 
Exclusively by the Illinois Life 


WN 











1212 LAKE SHORE DRIVE 


Nineteen Twenty-Three completes the thirtieth year of this Com- 
pany’s successful operation and uninterrupted progress. To build 
a substantial service-giving organization, big enough to have 
unquestioned strength, but small enough to maintain close and : 
human relations between the Home Office, the Field and its Clients, 
and to especially merit the patronage of the citizens of its Home 
State, is the already realized goal and ambition of the 


IHinois Life Insurance Company, Chicago 


JAMES W. STEVENS, President 
GREATEST TLLINOTS COMPANY 





To men who are able to write good risks for good money, we offer a pleasant, 


profitable and permanent connection. We do not solicit sub-standard business. 
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The American Life Convention 
A Great Economic Organization 


$12,000,000,000 Business in Force 


AMERICAN LIFE CONVENTION EDITION—-THE EASTERN UNDERWRITER L 


$1,500,000,000 Accumulated Assets 








John M. Sarver, President, Ohio State Life, Takes a Shot at Present Adver- 
tising Programs and Insurance Journals Which Looks Just a Little 
Inconsistent—Gordon Thomson, Vice-President West Coast Life, 
Presents Enlightening Paper on Subject of Lapsation—Wal- 


ton L. Crocker, President, John Hancock, Brings Associ- 


Des Moines, Iowa, Oct. 18—-What a 
big organization the American Life 
Convention is growing to be. There 


are almost one hundred and fifty com- 
panies in it, with total insurance in 
force of more than twelve billions; 
and total admitted assets of more than 
one billion five hundred millions. It 
is eighteen years old and growing. 


The annual meeting is preceded by 
a legal session which lasts two days 
and is attended by many who are also 
at the main convention later by rea- 
son of the fact that many of the com- 
pany executives are members of the 
legal profession as well. 








There was a good representation 
present when the main convention op- 
ened Wednesday with an address of 
welcome by W. R. C. Kendrick, former 
assistant attorney general who became 
insurance commissioner. 


The editor of one of Des Moines 
leading papers also appeared, and res- 
ponses were made George 
president of the Bankers Life Company 
of Iowa; and President “Joe” B. Rey- 
nolds of the Kansas City Life. 

They were followed by the annual 
address by President Lee J. Dougherty, 
who recommended a committee of five 
to make a survey of the troublesome 
question of lapsation. 

He told the convention of the pleas 
ure experienced by all the preliminary 
term companies that each state has 
now removed the barriers against 
that system of valuation. It is not pos- 
sible, however, for the preliminary 
term companies to enter New York 
State yet because of the expense lim- 
itation statute. Companies to enter 
New York must observe the New York 
expense limit in all other states where 
they operate. 

The afternoon session was opened by 
a digest by Dr. Henry Wireman Cook, 
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By CLARENCE AXMAN 


chairman of the committee appointed 
by the American Life Convention to 
study the total and permanent disabil- 
ity benefits in life insurance contracts. 


President Walton L. Crocker, of the 
John Hancock, bore greetings from the 
Association of Life Insurance 
dents. 

John M. Sarver, president of the 
Ohio State Life, then read a paper 
“Advertising For Agents,” which was 
construed as a knock on the Missouri 
State Life’s advertising; and also upon 
the insurance papers themselves. It 
took the position that in accepting the 
ads of certain companies the insurance 
newspapers were helping to twist 
agents. One statement he made was 
this: “That the insurance journals can- 
not be regarded as the proper media to 
enlist new men in the business is self 
evident.” He declared that many 
the insurance papers were un- 
dignified. 

Mr. Sarver said there were too many 
insurance papers; in fact, he thought 
that four-fifths of them should be dis- 
continued. He thought that much of 
the money spent in trade journals can 
be profitably diverted to other classes 
of journals for the purpose of attract 
ing new men in agency work. In oth- 
er words, he favors institutional adver- 
tising. 

At this convention is being circulated 
an insurance paper the front page of 
which contains a large ad by Mr. Sar- 
ver’s company, advertising for 
agents. The readers of the pape’ are 
Do:s he expect to en- 
list his new agents from reader; of 
the insurance paper? Is he not a little 


Presi- 


of 
ads in 


new 


insurance men. 


inconsistent? 

Anyway, in view of the entry into 
national advertising of some of the 
best known companies — Prudential, 


Metropolitan, Phoenix Mutual, Aetna 


ation of Life Insurance Presidents’ Greetings 


(Special to The Eastern Underwriter ) 


Life, Provident Mutual—it might have 
added to the interest of the program to 
have had one of the advertising man- 
agers of those companies appear and 
tell of its experience in reaching the 
big general public. At least it would 
have been timely. 


One of the best of the papers read 
today had to do with lapsation prob- 
lems, the author being Gordon Thom- 
son, vice-president of the West Coast 
Life. It told largely the experience 
of his own company. Talking more 
generally he said: 

“The new business of 1922 for all 
companies in the United States was 
estimated to be about nine billion eight 
hundred millions, and if a first year 
lapse rate of 15 per cent on this busi- 
ness during 1923 is experienced the 
lapsed business will be $1,470,000,000. 

“The normal one 
this volume will approximate in round 
numbers $7,000,000. That is a reason 
able estimate of the loss in the current 
twelve months to needy widows, child 
ren and other beneficiaries resulting 
from the discontinuance of death 
erage after paying one premium 
less. 

“Tf lapses resulting at all durations 
are considered it may be stated that 
the loss to beneficiaries for the cur- 
rent twelve months will approximate 
$15,000,000. 

“The companies lose money because 
the initial costs in most companies 
exceed the first premium. The policy- 
holder he forfeits 
payment in a valuable 
the agent loses his renewal com- 
mission interest. 

“IT estimate the commuted value of 
future renewal commissions lost to 
agents through lapses to be approxi- 
mately $5,000,000 per annum.” 

His remedy for lapsation follows: 


deaths in year on 


cov 


or 


loses because his 


first contract 


and 


Lighteenth Annual Meeting at Des Moines, lowa, Considers Stabilizing Questions 


1. Systematic effort by company and 


ent particularly during first three 


vears to foster the unselfish instinct of 


protection for dependents and the 
thrift impulse. 
2. Those experiencing depressed eco- 


nomic conditions or the “Can’t Afford” 
need very special attention. If 
they are genuine members of this class 
they might be offered 5 year term with 
convertible privilege within three 
to re-examination. 


class 


vears subject 

3. When it becomes known that any 
agent’s methods will result in non-per- 
sistent business these methods should 
be corrected immediately and business 
written should receive special attention. 

4. Efficient agency organization work 
by company to secure efficient agents 
who will reside permanently in the ter- 
ritory. These agents should be sup- 
plied with particulars on cards of all 
policyholders residing in their neighbor- 
hood and educated to keep in touch 
with them. 

5. The question of the payment of a 
larger renewal commission on the sec- 
ond premium than on subsequent re- 
newal premiums is worthy of thought 
because the agent under such a system 
has a more substantial interest in the 
renewal for the second policy year. 


6. On receipt of the application at 
the home office some companies mail 
with good effect a copy of the institu- 
tional number of the company’s mag- 
azine. This copy usually contains pic- 
tures and descriptions of the organiza- 
tion, solidity and service of the com- 
pany. intended to draw the 
new applicant closer to the institution. 
When the policy is mailed an attractive 
pamphlet pointing out all the great 
benefits of life insurance may be in- 
cluded with it. Literature of that kind 
sent out at that time will help to fix the 
policy in the applicant’s mind as an 
unique and valuable possession. The 
instructions of collecting cashiers 
should call for more frequent notices 
and attention during the first three pol- 
icy years. 

7. The Restoration Department 
should be ready at all times to change 
(subject to underwriting rules) the kind 
of policy if the policyholder is dis- 
satisfied with existing contract. 

8. I believe new features adopted in 


This is 


policy contracts, such as new disability 
offered as a matter 
of service to all old policyholders. 


clauses, should be 
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Heated Drama Staged 
In Executive Session 


Thriller in Several Acts Put On With 
Missouri State Life and Lincoln Na- 
tional Caste as Villains; Plenty of 
Action and Atmosphere on “Pulling 
Agents”; Referred to Executive Com- 
mittee as Censors. 


Des Moines, October 18.--Under the 
mildly described heading of “An Agency 
Symposium,” the American Life Conven 
tion last 
night and talked ethics until the mem- 
bers were blue in the face. 


went into executive session 


It was a let-off-steam episode in which 


everybody who wanted to, hit a head, 
and the company representative owning 
such head hit 

It all resulted in the appointment of 


a committee of three to modify the Del 


back. 


Monte, Cal., resolution of the American 
Life Convention adopted some years ago 
and reading as follows: 

“Be it resolved, that we oppose the 
practice of twisting, proselyting and cir- 
cularizing agents of other companies of 
the American Life Convention, their 
agents or managers, for the reason that 
same is unethical and unfair and is det- 
rimental to the interest of both com- 
pany and agents.” 

How They Got Messages From “Front” 

The insurance papers which had been 
manhandled by John M. Sarver, presi- 
dent of the Ohio State Life, because of 
accepting certain advertisements, were 
not invited to participate in or to hear 
the executive session and had to be con- 
tent with listening to graphic reports 
of the debate brought into the lobby by 
people who were bored, or amused, or 
aroused, or pleased, by what was taking 
place behind closed doors, such auditors 
coming out from time to time to 
that the reporters were kept posted. 

It was the same scheme of operation 
as was recently adopted by the National 
Association of Insurance Agents at Buf- 
falo, when the fire insurance producers 
held an executive session for a whole 
day and then went into a convention of 
set papers. The standard of secrecy 
preserved by both organizations was on 
the same par. In other words, it could 
have been described by paraphrasing a 
popular song as fallows: ‘“Yes,-We Have 
No Secrecy Tonight.” 


see 


Putting the Drama On 
The cast of characters 
lows: 

Villains: The Missouri State Life and 
the Lincoln National Life. 

Heroes: William H. Hunt, president, 
Cleveland Life, and Senator Isaac Miller 
Hamilton, president, Federal Life. 

Chief Goats: Franklin B. Mead, sec- 
retary, Lincoln National Life, and J. J. 
Moriarty, vice-president, Missouri State 
Life. 

Defender of the trade press: 
F. Fry, president, Old Line Life. 

Frank and brutal chorus: H. G. Scott, 
vice-president, Reliance Life. 

Members of audience which could not 
get by the credential committee and had 
to wait outside in the lobby: James 
Victor Barry, Fred H. Dunham, Henry 
F. Tyrrell, Job E. Hedges, Lee J. Wolfe 
and thirty-six newspaper reporters. 

Scene 1—Attack Missouri 
State Life, accused of seduction of the 
agency force of the country, near-brib- 
ery by sub-standard business proposi- 


was as fol- 


Rupert 


starts on 


tions and unethical advertisements. 
Climax of this scene reached when John 
J. Moriarty that his 


practiced strong armed methods or will 


denied company 


be guilty of practices of which other 


competitors are innocent. 


“We deny that we belong to the Jesse 


James or the Gyp the Blood gang. Our 
production methods are entirely legiti- 


mate and in keeping with general prac- 
tices,” said Mr. Moriarty. 

Plenty of Action and Atmosphere 

Big punch of second act was a vitri- 
olic attack upon the Lincoln National 
Life, by President W. H. Hunt, of the 
Cleveland Life, whose remarks were am- 
plified by President Hamilton, of the 
Federal Life. Mead, of the 
Lincoln National, denied the charges of 
villainy. 

The plot that the Lincoln 
National was trying at one time to ap- 
propriate the services of Actuary L. D. 
Cavanaugh, of the Federal Life, by offer- 
ing him more money. The chief dra- 
matic interest here was this: Mr. Mead 
said he thought Actuary Cavanaugh was 
a pretty good man and would be an 
asset to any company. 

An element of shock was given to the 
act by some plain talking by Vice-Presi- 
dent H. G. Scott, of the Reliance Life, 
who said he was not in sympathy with 
the drama being played, that he was in 
business competition with some pretty 
active competitors, and that he would 
take agents who could write insurance 
wherever he could get them if they were 
desirable acquisitions to his production 
force. 

The insurance papers were discussed 
by Rupert F. Fry, president of the Old 
Line Life, who did not think they were 
as black as John M. Sarver had painted 
them. In fact, he rather liked to read 
them. He found they kept him posted 
about what was happening in the busi- 
ness, furnished his field force with many 
fine selling ideas and were generally 
worth while and instructive. 

After another scene or two, the play- 
wright fell down on the job, the dra- 
interest petering out into a few 
the 


Secretary 


indicated 


matic 


anti-climaxes, and meeting ad- 


journed 


How the Groups Lined Up 
Herbert M. Woolen, president of the 
American Central Life, was the presid- 
ing officer and conducted the scenes 
with fairness and without partisanship. 
Here are a few brief summaries of the 
drama by those who witnessed the play. 


One group contended: “The Missouri 


and the Lincoln National Life 
what 


State Life 


got just was coming to them, and 
so did the insurance papers for taking 
their ‘ads.’ Really, these companies are 


trying to tear the business wide open 
and are committing murder in disrupt- 
ing agency forces and making desirable 
men in other companies listen to their 
siren songs. This thing has got to stop 
and they should be publicly denounced 
by the action of the American Life Con- 
vention.” 

Another group, consisting of friends 
of the companies attacked, said: “We 
don’t see what the Missouri State Life 
and Lincoln National Life are doing that 
a lot of other companies have not done, 
and some are still doing. Life insur- 
ance competition is not a game of ping- 
pong, and not only the services of good 
production men but of good executives 
and actuaries are in demand, with the 
result that these men are frequently 
changing companies. 

“The American Life Convention com- 
panies cannot be in such a bad way and 
be suffering so gol darned much judg- 
ing by the exhibit of their strength and 
frowth as illustrated by Secretary 
Blackburn with his chart.” 

Referred to Executive Committee 

Group number three, consisting of in- 
surance newspaper publishers: ‘Where 
do we come off when life insurance 
companies grab our men of talent, get- 
ting them to desert journalism by the 
jingle of gold? Doe«n’t that come un- 
der the head of twisting? And what 
about that advertisement of John M. 
Sarver, president of the Ohio State Life, 
announcing that he wants agents in five 
states and that he pays liberal com- 
missions?” 

Des Moines, October 19.—The matter 
was referred to the executive committee 
for action. 


Joseph B. Reynolds 
Elected President 


He Was the First President of Ameri- 
can Life Convention; Once Worked in 
Barrel Factory; Built Kansas City 
Life Up From Small Concern to 
$33,000,000 Assets in Twenty Years. 
Des Moines, October 19.—Joseph B. 

Reynolds, president of the Kansas City 

Life, the new president of the American 

Life Convention, was born on a farm in 

southern Illinois and moved to south- 

east Missouri. He was educated in coun- 
try schools and normal school. 

After working in a barrel factory, he 
spent six years in the county clerk’s 
office, the last year selling insurance on 
the side. During 1895 and 1896 he had 





charge of a local agency writing all 
lines of insurance, and from there he 
went into the Missouri Insurance De- 


partment as an assistant actuary, later 
becoming actuary for six years. 
On August 1, 1904, he became presi- 
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Atlantic offers. 





| SELLING IDEAS 
| are of greatest value when supplemented by 
| the opportunity to satisfy the broadest de- 


It will pay you to investigate what. the 


| ATLANTIC LIFE INSURANCE COMPANY | 
Richmond, Virginia | 
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dent of the Kansas City Life, which at 
the time had written a very small 
amount of insurance. Since then he has 
increased the assets of the company to 
$33,000,000 and the outstanding business 
to $260,000,000. The Kansas City Life 





JOSEPH B. REYNOLDS 


has done this without absorption of 
other companies. “Joe” Reynolds was 
the first president of the American Life 
Convention and is a man of strength 
and wide popularity in the insurance 
fraternity. 





All Companies Have 
Common Interests 
Walton L. Crocker, President of the 
John Hancock Mutual Life, Tells 
Convention There is Room Only for 
Good Will and Co-operation Between 
Companies of East and West. 


Des Moines, October 15.—Walton L. 
Crocker, president of the John Hancock 
Mutual Life, was well received here 
when he spoke as a representative of 
the Association of Life Insurance Presi 
dents. 

“My message,” he said, “is one of cor 
dial amity, of continued good will. It 
cannot be otherwise; it must not be 
otherwise, for our community of inter 
est is perfectly clear. Not one of the 
companies represented in these two a& 
sociations has any right to exist for 
itself alone. It is a case of one for all 
and all for one. So long as we work 
an eye to individual benefit alone, just 
so long do we put up barriers to our 
progress. 

“It seems to me increasingly 


(Continued on page 19) 


clear 
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An Active Year of Convention Work 


There never has been a time of more 
radicalism and unrest than during the 
year just closed. Therefore, I feel that 
ihe American Life Convention has oc- 
cupied a very important place in the 
pusiness and industrial world. Reports 
of different companies will show the 
year, although one of some _ disturb- 
ances, on the whole one of great pros- 
perity. Your American Life Convention 
has moved forward efficiently and has 
had real work to do. 

The eighteen years of the American 
Life Convention’s record have been a 
record of progress and advancement. 
Your convention has accomplished re- 
sults that make it an outstanding or- 
ganization in the life insurance world. 
Your secretary and general counsel will 
review the work in detail. 


Legislation 


Probably the most outstanding phase 
was the handling of an unusual volume 
of proposed new legislation. Fortunate- 
ly, few statutes were adopted which 
could unfavorably affect the business, 
locally or generally. Several drastic 
bills were introduced, that for a time 
caused some apprehension but which, 
in nearly every case, went into the leg- 
islative waste basket. Our legislative 
report business has been more efficient 
than in any other preceding year and 
the co-operative assistance received 
from our vice-presidents and the Asso- 
ciation of Life Insurance Presidents may 
be given credit for the results prevented 
rather than those achieved. 

Many conferences were held and trips 
made to bring before the legislators the 
position of life insurance companies on 
proposed legislation. 

The necessity of keeping in close 
touch with state and federal legislation, 
affecting life insurance, demands much 
time and careful thought. For any one 
who has not been brought actively in 
touch with this work it is impossible to 
realize how much intelligence and at- 
tention is required to prevent unwise 
legislation and to promote good laws. 


Incontestable Clause. 


The Convention was disappointed in 
the fact that amendments offered by 
eastern friends and our organization, to 
the incontestable clause of the stand- 
ard provisions were not generally re- 
ceived with the legislative favor. This 
was due chiefly to changes in the de- 
partments and the pressure of other 
matters. In several states it was not 
deemed advisable to take any steps 
looking to new legislation and therefore 
the amendments were not offered as 
fenerally as had been anticipated. Bills 
proposing amendments failed in Minne- 
sota, South Dakota, Nebraska, Ohio and 
West Virginia. Tne bill was enacted 
in Michigan, Maine, New York and Mas- 
sachusetts. In several other states 
where the standard provisions have not 
been adopted it was not deemed neces- 
Sary, by the local interests, to ask for 
legislation. In two or three states the 
local sentiment deemed it would be 
better to ask no new legislation than 
to take chances on some unfavorable 
propositions which were being urged. 


Preliminary Term 


In nearly all proceedings for the past 
eighteen years you will find some ref- 
erence to the preliminary term method 
of valuation and it is pleasing indeed 
for me to be able to say that the crown- 
Ing legislative achievement of the year 
Was the enactment of an amendment to 
the New York life insurance law author- 
lazing recognition of the preliminary 
term of valuation in that state. 

Frankness requires the admission that 
this is a moral victory since the limi- 
tation of the expense section of the 


By LEE J. DOUGHERTY, Secretary and General Manager of the 
Guaranty Life of Davenport, President of the American Life 


Convention. 


New York law, as necessarily construed 
by the commissioner, does not permit 
preliminary term companies to do busi- 
ness in New York unless they adopt the 
New York limits of expense in all states 
where they are doing business. No pre- 
liminary term bill was offered in Mas- 
sachusetts at this session but Commis- 
sioner Hobbs, following the enactment 
of the preliminary term law in New 














ES, 


DOUGHERTY 


York, by a ruling, opened the doors of 
the old Bay State to preliminary term 
companies of the country. 


American Service Bureau 


Upon assuming the duties of office it 
was my purpose to do everything pos- 
sible for the growth and development 
of the American Service Bureau and I 
take great pleasure in announcing that 
this organization which was_ brought 
into being at the Omaha convention and 
was made a part of the American Life 
Convention in Milwaukee, has now 
reached proportions which warrants me 
in stating that it is now in successful 


operation with a large increase in 
monthly revenue from inspection re- 
ports. The companies are to be con- 


gratulated upon this achievement be- 
cause it demonstrates the value of an 
institution of this character, capable of 
competing with inspection bureaus long 
in the field. Competition in the inspec- 
tion field has proved the same service 
as competition in your own line, and 
that is. it has stimulated every other 
inspection bureau to an improvement of 
its service. In my judgment it has 
held down expense of inspections for 
every company in the Uinted States. 
The president of the American Service 
Bureau, Dr. E. G. Simmons. vice-presi- 
dent of the Pan American Life of New 
Orleans, intends to give you a detailed 
report of the operations. Dr. Simmons 
has been untiring in his efforts to make 
the bureau a success, as have its other 
officers. 


Life 


The co-operation and cordial relations 
that have existed between the Life In- 
surance Presidents’ Association and the 
American Life Convention during the 
past year was most gratifying. The As- 


Insurance Presidents 


sociation of Life Insurance Presidents 
was willing at all times to work in full 
harmony with the American Life Con- 
vention. These cordial relations which 
exist and have existed between the two 
organizations have done much for the 
general welfare of life insurance. 


National Association of Life Under- 


writers 


I attended the annual meeting of the 
National Association of Life Underwrit- 
ers in Chicago and was impressed with 
the possibilities available to the great 
institution of life insurance through this 
organization of field forces. The pro- 
gressive and efficient president this year 
was O. A. Eliason, general agent of the 
Minnesota Mutual Life, one of our old 
loyal and strong members. It was pleas- 
ing also to observe the friendly attitude 
of the representatives of the older com- 
panies active in this association, to- 
wards the American Life Convention 
and its members. In a short address at 
the banquet, I expressed surprise that 
the association is not represented con- 
tinually by an executive secretary or 
an assistant to the president who would 
relieve tne member selected at each an- 
nual meeting from a vast amount of 
labor and toil in promoting the growth 
and influence of the association. I gave 
it as my opinion that it seemed to me 
the life insurance companies of the 
country could well afford to underwrite 
the expense of a high grade man who 
would devote himself exclusively to the 
interests of the association. I repeat 
the suggestion here, but without any 
thought of taking funds from the Amer- 
ican Life Convention treasuary for that 
purpose. It is recommended to the in- 
dividual members as a first class invest- 
ment for the general good of the busi- 
ness. The number of American Life 
Convention Company representatives 
who are now actively participating in 
the work of the National Association of 
Life Underwriters is sufficient to war- 
rant the statement that they can exer- 
cise an influence through the organiza- 
tion which will benefit every member 
of the American Life Convention direct- 
ly and the whole business of life insur- 
ance indirectly. 


Other Compromises 


It has been my pleasure during the 
year to visit a large number of the 
American Life Convention companies 
and to attend many meetings of the un- 
derwriters and company agency meet- 
ings, as well as other organizations hav- 
ing to do with life insurance. My only 
regret is that it has been impossible to 
visit all the companies in our great or- 
ganization. 

It is astounding to see the volume of 
business written in the past ten years 
by these companies. I am convinced 
the next ten years will see greater 
growth and development than the last 
twenty years. While it is possible the 
number of companies will not be great- 
ly increased, the volume of business will 
ultimately reach a hundred billions. We 
must realize the opportunities for de 
velopment are constantly increasing. It 
is wise always to have in mind the fact 
that every year adds about ten million 
to the population of the United States 
and makes available not less than two 
millions of new prospects for life in- 
surance. 

While referring to the growth of the 
companies, it might be well for all of 
us to give some attention to the oppor- 
tunities offered for new business on the 


lives of old policy holders. We should 
more closely cultivate our old policy- 
holders as tuey are an asset that should 
not be overlooked. We of the American 
Life Convention should turn our eyes to 
the large volume of new business being 
written by older companies on old pol- 
icy-holders. 


Medical and Legal Sections 


The medical and legal sections of the 
American Life Convention have per- 
formed their special functions most suc- 
cessfully during the year. The program 
of the medical section held in Chatta- 
nooga last spring was as usual instruc- 
tive and constructive. You men here 
today can most enthusiastically approve 
the program that has just been com- 
pleted by the legal section. 


Text Books 


One of our past presidents suggested 
that a separate function of the Ameri- 
can Life Convention could be organized 
composed of a section of home office 
employees. In my judgment this was 
an excellent idea but could well be 
coupled with another plan also suggest- 
ed by Mr. Taylor for the publication of 
a text book devoted to home office work 
but including general instructons on the 
fundamentals of life insurance. For 
some time I have felt the lack of real 
serviceable text books on life insurance 
topics. Of late it has been brought to 
my attention by many member compa- 
nies that although a large number of 
books have been printed, none are really 
serviceable. Many articles have been 
written by member companies on funda- 
mental subjects and I believe the as- 
sembling of such articles would be very 
serviceable. Your attention is called to 
the excellent publications issued by our 
secretary during the past year. Per- 
sonally, I believe it would be wise for 
the American Life Convention to father 
and promote a series of text books cov- 
ering all features of life insurance and 
life isurance salesmanship. 

Many of the younger companies can- 
not afford to hold salesmanship schocls 
and such text books would be of untold 
value to them. I am of the opinion that 
life insurance soliciting will be some- 
thing like a real profession within the 
next few years. When that time comes 
the school man who has had executive 
training and knows how to apply it will 
be more serviceable than the unin- 
structed salesman. The American Life 
Convention companies could well afford 
to support a good school of instruction 
in the west. If the companies all be- 
come interested, they could put a sales- 
manship school on a solid foundation 
and all the American Life Convention 


companies would derive great benefit 
from such a service. 
Lapses 
Many interesting letters were re- 


ceived in reply to a questionnaire sent 
out by me last November. While it is 
impossible to recommend all, yet a num- 
ber of good suggestions were made. I 
want to refer particularly to one by a 
member of the American Life Conven- 
tion which I have discussed to quite an 
extent. it seems to be the opinion of 
many of our members that it would 
be policy to seriously consider the mat- 
ter and that is, regarding the extraordi- 
nary lapses experienced by most of the 
member companies of the American Life 
Convention. 

Upon investigation it was learned that 
the business transacted by the members 
in 1922, including reinsurance, the gain 
in “insurance in force” was less than 
25% of “insurance issued” including re- 
insurance. In other words about 75% 
of the new insurance of the year was 
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required to replace that which was can- 
celed. 

Manifestly something should be 
done to correct this situation and, as 
was stated by this member company, 
no single company can correct the con- 
dition for itself and no small group of 
companies can correct it for themselves; 
but cannot 150 companies acting to 
gether correct it? The remedy is not 
far to seek if all will approach the 
problem witn good intent. Therefore, I 
recommend the appointment of a com- 
mittee of five to consider and report to 
the convention next year on methods of 
preventing lapses, or devise and present 
plans of at least minimizing this tre 
mendous waste. A thorough survey no 
doubt would develop a report which 
could correct the situation. Perhaps 
other organizations might be willing to 
co-operate with us if our committee 
shall devise and recommend a workable 
plan for preventing this waste. 

What We May Look Forward To 

If we are allowed to judge the future 
by the past I feel we can look forward 
to a great future for the life insurance 
business. We are passing through the 
period of deflation and adjustment most 
satisfactorily. The many needs for life 
insurance are being brought to the 
minds of the insuring public and it is 
safe to say the growth of life insurance 
during the next few years will be the 
greatest period we have had. There are 
great opportunities before life insurance 
as an institution. At this time when the 
need for insurance is so apparent every 
man and woman is deeply interested in 
protection. You are undoubtedly 
astounded with the wonderful growi. 
of the young companies who started this 
organization and their associates who 
came in a little later. 

Loyalty 

I wish to express my keen apprecia- 
tion of the loyalty and assistance given 
me throughout the year by the member- 
ship, by the various chairmen of the 
different committees, the state vice- 
presidents, and by our able and efficient 
secretary and counsel. My work as 
president was made pleasant on account 
of the cordial and happy relations with 
the secretary and because he at all 
times was in a position to furnish me 
any information desired. I want to now 
go on record as saying that I keenly ap- 
preciate and shall always cherish my 
year of service with him. 

I feel we should ask Mr. Blackburn 
to write a complete history of the vari- 
ous changes in the life insurance bust- 
ness and the many satisfactory accom- 
plishments of the American Life Con- 
vention during the past eighteen years. 


Recommendations of Past President 
Cunningham 
The recommendations of the past 


president which were so heartily ap- 
proved at the last annual meeting have 
been given deep thought and considera- 
tion and I am pleased to report that the 
secretary’s office force has been _ in- 
creased but that the executive commit- 
tee has not yet found the assistant 
which was contemplated in Mr. Cun- 
ningham’s recommendations. The place 
is one that is rather difficult to fill and 
the executive committee feels it should 
not be in haste in this matter. 
Various Departments of the American 
Life Convention 

I presume every member of the Amer- 
ican Life Convention realizes the fact 
that there are many departments but 
I find in visiting some of the compa- 
nies that they have overlooked the 
agency bureau service and have been 
stung by some of the rounders. A few 
companies are not aware that they can 
go to the law digest files and learn al- 
most anything they need to know about 
the conduct of business in any state. 
Some of the companies do not keep 
files of the monthly legal bulletin but 
throw it in the waste basket after they 
have read it and many companies do not 
seem to realize that the secretary’s of- 
fice is open for any sort of inquiry rela- 
tive to the business of life insurance, 
the rights of policy holders, or of com- 
panies. The secretary’s affice can usual- 
ly answer any sort of a question, actu- 


historical, legal, or 
legislative. The American Life Con- 
vention is your organization and you 
could make more use of all its facilities 
and sources of information. 
Program of the Eighteenth Annual 
Meeting 

Before closing I wish to refer to the 
character of the addresses which you 
will hear during the next few days. I 
think all will agree that the program 
this year is right up to standard. This 
is going some in the American Life 
Convention. The subjects are on life 
insurance and the speakers are all men 
who are qualified in every particular. 

I believe and I can truthfully say that 


arial, managerial, 





harmony prevails everywhere among the 
members of this organization and that 
all fully appreciate its wide needs and 
usefulness and always stand ready to 
lend a helping hand towards its upbuild- 
ing whenever and wherever possible. 

I wish for every Company in the 
American Life Convention a satisfactory 
future with many worth while accom- 
plishments. 

I wish particularly to thank the mem- 
bers of the Executive Committee of the 
American L..e Convention who did such 
excellent work during the past year, 
H. R. Cunningham, Chas. G. Taylor, Jr.; 
E. G. Simmons, Guilford A. Deitch, 
George Graham, Isaac Miller Hamilton; 


also the past presidents of the Amer. 
ican Life Convention who are ex-officio 
members of the Executive Committee 
as well as the Board of Managers o; 
the Medical Section, Dr. Henry Wire. 
man Cook, Dr. M. M. Lairy, Dr. F. L, p. 
Jenny, Dr. J. B. Steele, and Dr. Carl B. 
Stutsman, and last, but by no means 
least, the officers of the Legal Section, 
Chairman W. Calvin Wells and Secre. 
tary W. H. Ninebaugh. 

In the name of the members of the 
American Life Convention I want to 
thank each and everyone who had any 
part in the work of the past year, and 
to assure you that your Co-operation 
has been appreciated. 
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Developments Under 
Settlement Options 


NEED FOR STANDARDIZATION 





Objection to Use of Outside Forms; 
Should Benefit And Not Disappoint 
Assured 


H. S. Nollen, president of the Equit- 
able Life of Lowa, discussed “Options of 
Settlement” before the convention, re- 
viewing the development and present 
status of policy options. His address in 
full follows: 

The various modes of payment of the 
proceeds of life insurance policies, in 
lieu of payment upon maturity in a 
single sum to the beneficiary, are now 
go generally offered by life insurance 
companies that the so-called “Options 
of Settlement” may be regarded as an 
essential part of a modern life insur- 
ance contract. In fact, the payment of 
proceeds of policies in installments has 
been recognized as a proper function 
of the life insurance company in the 
statutory provisions of various states, 
prescribing the standard forms of poli- 
cies that may be issued. 

These modes of settlement are a natu- 
ral development in the process of 
growth and fulfillment of the fundamen- 
tal purpose of life insurance, which is 
to provide benefits for dependents at 
such times as they will be in greatest 
need of financial assistance. Practical- 
ly everyone in this audience can doubt- 
less recall instances in which benefi- 
aries have dissipated or lost the pro- 
ceeds of life insurance paid to them 
in single sums, leaving them in a sad- 
der condition than they might have been 
without the benefit of the insurance. 
Few persons are able to invest funds 
safely, and many, upon coming into pos- 
session of sums far in excess of their 
customary current needs, expend them 
unwisely. So that experience’ has 
proven, in order to make the purpose 
of life insurance most effective for the 
protection of beneficiaries, they gener- 
ally need the assistance of some agency 
to supply them with the proceeds in 
such manner and at such time as the 
need arises. Even when beneficiaries 
have realized the need of such an 
agency, they have many times been mis- 
led by incompetent friends or unscru- 
pulous advisers. It is therefore my 
opinion that the Life Insurance Com- 
pany can render the beneficiary, usually 
inexperienced, most valuable’ service 
through the installment provisions in its 
policies, but in the practical application 
of them, vital questions have arisen as 
to the limits within which they may be 
properly applied. 


What Options Should Do 


The purpose in this paper is to offer 
some views relating to the responsibil- 
ity of executives in maintaining a proper 
course and encouraging uniformity of 
practice among various companies in 
making the options of settlement serv- 
icable and attractive without introduc- 
ing features that may lead to disap- 
pointment and uncertainty. 

Not only is the use of these options 
by the insured rapidly growing, but ex- 
perience within my observation indi- 
cates that, in the absence of a direction 
by the insured, beneficiaries are avail- 
ing themselves in a rather surprising 
degree of this service on maturity of 
the policy. This may in part be due 
to the practice of calling attention to 
such opportunity in the forms for mak- 
Ing claims for proceeds. 

The progressive steps in the develop- 
ment of settlement options in life in- 
surance policies indicate quite clearly 
the purpose they were intended to 
Serve, and this purpose should be con- 
Stantly kept in mind in analyzing any 
Proposal for installment payments to 
beneficiaries. 

About thirty years ago, the option to 
bay the sum insured in a fixed number 
of annual installments was first intro- 
duced in life insurance policies. These 


limited number of installments, how- 
ever, did not fully meet the needs of 
certain beneficiaries who were depend- 
ent upon a fixed income for life and 
might survive the limited period. 
Neither did tne life annuities which 
were then the only available method of 
providing life incomes prove satisfac- 
tory for all cases. To meet this need, 
in 1898, Emory McClintock, the noted 
actuary of the Mutual Life of New 
York, devised a continuous installment 
policy, under which the beneficiary 
would receive a fixed income for a pe- 
riod of twenty years, the remainder 
were payable to the estate of the bene- 
ficiary; and if the beneficiary did not 
survive the insured, the fixed number of 
installments were payable to the estate 
of the insured. This will be recognized 
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as the forerunner not only of the mod- 
ern continuous monthly income policy 
but of the continuous installment option 
in other forms of policies. 

The Aetna Life and New York Life 
appear to have been the first to adopt, 
in the year 1900, the continuous install- 
ment option, and in the same year the 
Mutual Benefit introduced the guaran- 
teed income option, under which the 
principal is retained by the company at 
a guaranteed rate of interest. Gradu- 
ally other companies incorporated the 
various settlement options in their poli- 
cies, but not until 1809, after the State 
of New York had taken the lead in es- 
tablishing standard forms, did compa- 
nies generally incorporate these options 
of settlement in their policies. 

Manifestly, each option is intended to 
cover a specific need of some definitely 
named beneficiary, at some definite time, 
or upon the occurrence of some specific 
event. The options are not intended to 
meet conditions that are remote or im- 
probable. 

Now Cover Real Need. 


No doubt, competition has been a fac- 
tor in introducing these provisions, but 
in the last analysis their general adop- 
tion is an indication that they cover 
a real need, which insures their per- 
manence. Only within the past few 
years, as their availability has become 
more widely recognized, have the prob- 
lems they introduce been considered of 
importance. 

In 1916, a special committee of the 
Association of Life Insurance Counsel 
made an extensive investigation among 
various companies relating to the expe- 
rience, practice and suitable limitations 
that should be placed upon the use of 
the various modes of settlement, and the 
committee formulated certain principles 
recommending limits beyond which 
modes of settlement should not be car- 
ried, namely, that payment of principal 
shall not be postponed beyond the dura- 


tion of two lives in being at the death of 
the insured. This complies with the 
limitations fixed by the New York 
statute and falls well within the com- 
mon law rule against perpetuities. 
There is a further recommendation that 
in no case shall the contingency of mar- 
riage enter as a contingency in deter- 
mining payees. 

Adherence to these principles will not 
prevent covering all reasonable require- 
ments for participation of the depend- 
ents of the insured in the distribution 
of funds, and will eliminate many pro- 
posed directions for payment which 
have in them the seeds of future trouble. 

The subject is again taken up by a 
similar committee for investigation, and 
it would be to the credit of the life in- 
surance business as a whole if certain 
well defined principles could be _ re- 
garded by practically all companies as 
governing them in their practice. 

As a general rule, we have found the 
requests for installment options simple 
enough to cause no comment, but the 
occasional cases in which extremely 
complicated provisions are proposed 
raise the question of legality and prac- 
ticability, which should give us some 
concern. 


Features that Complicate 

These proposals are often the ingeni- 
ous invention of some agent who seeks 
to excel his competitors in a pretended 
offer of service, or they arise in an ef- 
fort to favor the whims of some policy- 
holder who has more thought of plac- 
ing restrictions upon his heirs than of 
the practical aid to be supplied for 
them. 

At times we meet with arguments 
from the field that a certain form, in- 
cluding very intricate provisions, must 
be accepted by the company because it 
has been approved in some other com- 
pany, and if we fail to comply with this 
request shall be penalized by losing the 
business. There may be some question 
as to whether forms that are submitted 
under such conditions have actually 
been accepted by other companies as 
claimed; but even if that be true, action 
of some other company is not neces- 
sarily an argument in favor of adopting 
the form, inasmuch as it may have been 
filed without being carefully reviewed, 
and necessity of taking into account 
varying rules of practice governing each 
company’s policy. 

It is my personal opinion that a com- 
pany would be wiser to forego the busi- 
ness than to assume responsibility for 
carrying out provisions which will in- 
volve serious trouble and unreasonable 
expense, or most likely lead to litiga- 
tion in the future; and, therefore, there 
should be no exception to the rule that 
each proposal be reviewed carefully at 
the Home Office and approved, if nec- 
essary, by its legal department before 
the agreement between the insured and 
the company is completed. This is par- 
ticularly important because familiarity 
with all the terms of the policy pro- 
visions is essential, as well as knowl- 
edge of the legal principles involved in 
the application of the settlement op- 
tions; as, for instance, that a change 
in method of settlement generally im- 
plies a change of beneficial interest in 
the proceeds, which must be properly 
covered in the papers to be execuetd. 

In most cases, proposals come in the 
form of a letter requesting the company 
to draw up a direction containing cer- 
tain methods of distribution, which gives 
the company a fair opportunity to offer 
suggestions, as well as to see that the 
forms are complete and within the re- 
quirements governing the Company’s ac- 
tion. 

Objections to Outside Forms 


I do not wish to intimate that forms 
which are drawn outside of the com- 
pany’s office and submitted for approval 
may not be complete and wholly satis- 
factory but, at times, a careful analysis 
of such forms has disclosed the fact 
that they are incomplete, either by rea- 
son of having omitted provisions for 
certain contingencies which would leave 
the company in dpubt as to the distri- 


bution of proceeds in event of such con- 
tingencies occurring, and even conflict- 
ing provisions have been discovered. In 
other cases, the aggregate of distribu- 
tion proposed would exceed any possi- 
ble available proceeds under the policy, 
and not infrequently violations of the 
“Rule against Perpetuities” have been 
found. Furthermore, forms which have 
been adapted to the policies of some 
other company, and are doubtless quite 
complete, are submitted with the re- 
quest that they be accepted without va- 
riation, when, as a matter of fact, they 
generally require some modification on 
account of the difference in policy con- 
tracts. Inasmuch as a contractual re- 
lation exists between the company and 
the insured or the beneficiary, it seems 
highly important for the company to 
satisfy itself that the contract is in 
proper form. A company cannot relieve 
itself of responsibility for carrying out 
the provisions of any direction which 
it has accepted for filing, leaving to the 
future to determine the question of its 
validity. This violates a moral obliga- 
tion which the company should recog- 
nize as due each beneficiary for his or 
her protection. The insurance was un- 
questionably applied for, in the first in- 
stance, with a view to providing funds 
for dependents, and any arrangement 
which defeats that purpose should be 
vigorously opposed by the company. 
Furthermore, every executive should 
have constantly in mind that current 
contracts should be so carefully framed 
that they can be carried out by his suc- 
cessors without difficulty or delay, so 
far as possible. 

The argument in favor of withhold- 
ing single sums from beneficiaries and 
paying them in installments is to con- 
serve the principal and income. For 
whom is this service intended? Mani- 
festly, some particular individual whose 
needs are to be ministered to. 

The options should, therefore, be ap- 
plied to the use of definitely named 
beneficiaries, and while a provision for 
beneficiaries by class, such as “children 
of the insured” may not be unreason- 
able, designation by class should be ac- 
curately descriptive, conservatively em- 
ployed and avoided so far as possible. 


Withholding Proceeds 


The options should not be used for 
withholding participation in the princl- 
pal sum from the immediate beneficia- 
ries of the insured. To illustrate: It 
is not unreasonable to assume that the 
insured may desire to make the pro- 
ceeds of a policy available in install- 
ments for the use of his children upon 
arriving at a certain age, prior to which 
the proceeds are to be retained at in- 
terest and the income payable to the 
widow, or for the use of the children. 
But I can not see any reasonable ground 
for withholding the use of the principal 
from the wife and children or other de- 
pendents of the insured and reserving 
the principal for distribution to an un- 
born generation. The dependents of the 
insured are thus left with sums that 
are insignificant in comparison with 
their needs or what might have been 
provided out of the proceeds originally 
intended for them. Such requests are 
not infrequent and probably are not 
fully understood by the insured. 

There is need of good advice in order 
to inform the insured of the probable 
result of his proposal, and this advice 
can only be given by a well-instructed 
agent or by the company. Depriving the 
beneficiaries, who will be left at the 
death of the insured, of participation in 
the proceeds of the insurance appears 
to be wholly out of harmony with the 
motive to which we generally ascribe 
the incentive for the insuring of lives 

Occasionally a proposal involves dis 
tribution among so large a number of 
beneficiaries that the amount that is 
certain to be payable to each one, unde! 
any condition, is practically useless 
and it is a rather remarkable fact that 
such proposals usually come in connec- 
tion with comparatively small policies. 
It is important to save the proceeds, 
but it is just as important to avold the 
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opposite extreme of making distribution 
in practically useless sums. 

There has probably been no more 
forceful argument to convince a policy- 
holder of the insufficiency of sums of 
insurance which appear large to him to 
cover ordinary cost of living of his fam- 
ily than the presentation of figures 
showing the installments which such in- 
surance will provide. ‘There is, how- 
ever, ample evidence in some requests 
for installment settlements that analy- 
sis has not been made, with the result 
that the insured is left with the impres 
sion of false security, and perhaps the 
agent has missed an opportunity to sell 
additional insurance, but what is more 
grievous, he has failed to fulfill his mis- 
sion. The well-informed and industrious 
agent has made excellent use of his op- 
portunities in explaining and presenting 
plans for meeting the specific needs of 
an insured’s family. He has become 
the counsellor of the policyholder and 
devised a so-called “program” to cover 
the future requirements for the business 
and the home. The Options of Settle- 
ment are practically adapted to the car 
rying out of such a program, which will 
include an income for living expenses 
for his widow and children; specific 
sums set aside to become available for 
tne expenses of education of the chil- 
dren, and specific incomes for other de- 
pendents. Even though these incomes 
may demand strict economy on behalf 
uf the beneficiaries, there will be a feel- 
ing of satistaction that their interests 
have been protected to the largest pos- 
sible extent within the means that were 
available, but sore disappointment can 
only result from a distribution under 
which beneficiaries must come to realize 
that funds beyond their reach are left 
for the use of distant heirs or remote 
contingencies that may never arise. For 
example, under a policy of $5,000, it was 
proposed that the proceeds should be 
retained by the company at interest, the 
interest to be paid to the wife, and upon 
her death to continue to be paid to three 
adopted daughters, and upon the death 
of each adopted daughter, one-third of 
the principal should then be paid to her 
surviving issue if any, with a further 
direction that if there were no surviv- 
ing issue, then the principal should be 
payable to the Rabbi of a certain con- 
gregation. The company declined to en- 
ter into such an agreement and pointed 
out the injustice that was being done to 
the insured’s nearest dependents. 

An analysis of a submitted scheme 
cannot be regarded as an attempt to 
coerce the insured but is the fulfillment 
of an obligation of the executive to 
render the best possible service to pol- 
icyholders by giving sound advice when- 
ever opportunity demands. 


Beneficiaries Should Be Named 


Some requests involve, upon the 
death of a number of contingent bene- 
ficiaries, a reversion of interest in any 
balance of principal to the estate of the 
insured, or a similar reversion to the es- 
tate of a deceased beneficiary after 
other intermediate interests have termi- 
nated. Such reversion should be avoid- 
ed so far as possible on account of the 
difficulty in arranging for administra- 
tion many years after the decedent’s 
estate has been closed. 

The designation “heirs” is particularly 
objectionable because of the difficulty 
in determining who will be included 
within this designation, at some indefi- 
nite future time, there being no assur- 
ance that reliable affidavits could be 
procured to supply the necessary evi- 
dence and the possibility that such heirs 
would be widely scattered and some 
overlooked, leaving the company with 
unsettled obligations. 

The desire to cover remote contin- 
gencies by intricate directions, is doubt- 
less generally due to the insured’s fail- 
ure to take into account that conditions 
will probably change, so that his pres- 
ent plans will be wholly inapplicable, 
and such desires may be overcome by 
emphasizing the opportunity which the 
insured has to change his direction dur- 
ing his lifetime, as changed conditions 
arise, making the provisions for present 


beneficiaries suitable to their 
needs. 

Considering the fact that a change in 
the mode of settlement is frequently de- 
sired, as the result of changing condi- 
tions, the right should be reserved to 
the insured to revoke his direction for 
settlement at any time by filing with 
the company written notice of such 
revocation and further direction of the 
manner in which payments shall be 
made, including also the right to change 
the beneficiary in the manner provided 
in the policy. 


more 


Right of Revocation 

There appears to be no legal objection 
to making the interest of the wife 
without the right of revocation, and the 
interest of the children—either as joint 
or contingent beneficiaries—with the 
right of revocation reserved to the in- 
sured; and under such an arrangement, 
only the wife will be required to join 
in a direction for a new mode of settle- 
ment to tne extent of her interest. 

Whenever a contingent interest is to 
be designated by a class, care should 
be exercised to make the class accur- 
ately descriptive, as, for example, “sur- 
viving children of the insured’; or, 
when occasion requires, “surviving issue 
of the insured born of his marriage 
with Mary Doe”; and in the same man- 


ner, when the interest of a beneficiary 
is to descend to his or her surviving 
issue, the designation should be clearly 
indicated that it is the surviving issue 
of such beneficiary. The company 
should undertake to protect itself by 
including in the agreement with the in- 
sured that it may rely upon the affi- 
davits of any beneficiary, or upon the 
affidavit of the duly appointed and act- 
ing guardian of any minor beneficiary 
in determining the persons entitled to 
the proceeds, and that payment in ac- 
cordance with the facts so disclosed 
shall be in full satisfaction of the com- 
pany’s obligation. 

In some cases, the interests of a bene- 
ficiary—particularly a wife—may best 
be served by granting the right to have 
a choice of options of settlement within 
proper limits; and it may even be in 
harmony with the best interests to give 
certain beneficiaries the right of com- 
mutation of unpaid installments; but, 
such choice should in no case be given 
to minors, although requests are occa- 
sionally made to permit minors the 
right to exercise a choice of options. 

A request to grant to any beneficiary 
the right to name other beneficiaries in 
succession should be declined. 

The company will find it unsatisfac- 
tory to arrange for the payment of in- 


stallments to a corporation, such as a 
hospital, college or some charitable in- 
stitution—and more particularly to a so- 
ciety that is not incorporated. The 
probability that an unincorporated so- 
ciety may be out of existence, or that 
it may be difficult to procure a valid 
receipt from some one who Can repre- 
sent such an unincorporated society, 
renders undesirable the payment of pro- 
ceeds even in a single sum to such 
institution. 

A unique request came from a policy- 
holder who wished to employ insurance 
on his life to create a memorial fund 
in honor of his deceased wife, with a 
vague proposal that the proceeds should 
be made payable in installments to an 
institution to be later designated by the 
insured, and in the event such desig- 
nated institution should go out of ex- 
istence after the death of the insured, 
then the proceeds should be paid by the 
company to some other institution of 
similar character. 

The intent of this policyholder could 
doubtless be formulated in some definite 
plan and carried out through the me- 
dium of a trust company, to which the 
policy should be made payable as bene- 
ficiary. 

Co-Operating on Trusts 
This is one of many cases that offer 








C. N. Sears, 
Secretary. 





Kansas City, Missouri 


insurance in force and thirty million dollars in assets. 
exception of about two hundred thousand dollars that has come to us 
by way of reinsurance all business in force has been put on the books 
under the present management, the business having been written by 
Kansas City life representatives and the applications and medical exami- 


E have built a company of two hundred and sixty million dollars of 
With the 
nations submitted on the Company’s forms. 


We are now erecting a new Home Office building for the exclusive use 
of the Company. In design, material and structure it will be second to 
none. It has a sightly location in the center of a five acre tract of ground 
in an attractive section of the city. 

We 


We are operating in all states west of the Mississippi River—in Illinois, 
Wisconsin, Tennessee, Alabama and Mississippi, east of the river. 
have the authority to transact business in the State of Michigan, but so 
far have made no agency arrangement for said state. 


KANSAS CITY LIFE INSURANCE COMPANY 


J. B. Reynolds, 
President. 
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an opportunity for co-operation between 
life companies and trust companies or 
panks having the power to receive and 
execute trusts. 

The company incurs risks by agreeing 
to pay the proceeds of its policies in 
jnstallments to a trustee. The question 
as to whether the trustee is still in of- 
fice and whether the beneficiaries of the 
trust are alive might have to be met at 
the time each payment falls due. When 
a policy is payable to a trustee as bene- 
ficiary, it should be paid in a single sum, 
with the provision that in the event of 
the death of such trustee, or refusal to 
act, such proceeds shall be paid to some 
named successor in trust, preferably a 
corporation. A corporation is prefer- 
able aS a successor in trust because it 
will, in all probability, be in existence 
at the time payment is to be made, and 
there will, therefore, be no necessity for 
an application to a court of equity for 
the appointment of a new trustee. If 
the direction is in such form that the 
company itself stands in the position 
of a rustee, then many complications 
would arise in case of a double trustee- 
ship, such as would result from the 
payment of proceeds of a policy in in- 
stallments instead of in a lump sum. 

This suggestion the trust relation 
which certain companies are now in a 
position to occupy with reference to 
beneficiaries under policies they issue. 
When the desire of the insured extends 
to the protection of a benficiary by plac- 
ing restrictions against the alienation 
of funds, or the transfer thereof by 
assignment, which would defeat the in- 
tent of the insured and lead to dissipa- 
tion of the funds set apart for a bene- 
ficiary, it becomes necessary either for 
the life insurance company to act in 
the capacity of a trustee or to make 
the proceeds of the policy payable to 
another institution or individual, with 
power to act under a trust agreement. 

There is a gradual increase in the 
number of states in which statutes have 
been enacted recognizing the right of 
life insurance companies to retain the 
proceeds of policies they issue in trust, 
under such terms as may be agreed 
upon between the company and the in- 
sured, making the restrictions under 
such agreements binding upon the bene- 
ficiaries. 

It is far from my purpose to attempt 
a discussion of the question as to the 
limits within which a life company 
should exercise its power to act as trus- 
tee, or to outline the principles that 
should distinguish the service to be ren- 
dered by separate trust companies in 
handling the proceeds of life insurance 
policies. There appears to be a quite 
general agreement that a life company 
should not undertake to carry out any 
provisions, in the distribution of pro- 
ceeds of its policies, which involve the 
exercising of discretionary powers, al- 
though frequent requests of such char- 
acter are made as, for example, that 
the amount of installments shall be de- 
termined as necessary for the support 
and maintenance of a widow or chil- 
dren; or whether the child is prepared 
for college, or has a disposition to enter 
college. The company must be in a 
position to know definitely when the 
payments are to be made and how much 
is to be paid to each beneficiary at any 
particular time, and not conditional 
upon the status of the beneficiary in any 
particular. In all cases where discre- 
tionary powers are involved, the com- 
Pany can safely and with good purpose 
recommend the designation of some 
available institution as trustee and the 
execution of a declaration of trust, be- 
sause it is only‘through such a local 
agency that personal supervision over 
the beneficiaries’ living condition can be 
most satisfactorily had. It requires per- 
Sonal contact with the beneficiaries to 
ascertain their conditions and needs; 
and life companies do not have repre- 
Sentatives in every locality who can 
perform that service satisfactorily. Fur- 
thermore, there would be considerable 
expense involved in such service, which 
is not contemplated in the calculation 
for guarantee of returns which the life 


Policy Litigation At 
Irreducible Minimum 
MOST 





MOOT POINTS SETTLED 





Still Considerable Number of Cases 
Involving Delivery During Good 
Health of Assured 





William Ross King, editor of the Am- 
erican Life Convention Legat Bu.letin, 
discussed at length before the Legal Sec- 
tion, cases that had come before the 
courts involving life insurance policies 
during the year. A summary of his ad- 
dress follows: 

During the last year there have been 
approximately eighty cases involving 
lie insurance poucies decided by courts 
of last resort. Slightly more than half 
of these have been decided in tavor of 
the companies. Assuming that’ the 
courts were in all cases right in these 
decisions and that each case involved 
a policy of $5,000 (not too conservative 
an estimate), the amount of money 
actually involved in this litigation 
would amount to 1/100 of 1% o1 wie 
total disbursements of the 3864 co. 
panies shown in the Blue Book ivr 1922, 
covering the approximate per.oad when 
this litigation arose. ‘The total amount 
would be less than 1/10 of 1% of money 
actually paid to policyholders. ‘1his 
would indicate that lite insurance com- 
panies are not very litigous. 

Under the circumstances it is remark- 
able that lawsuits in which the life in- 
surance companies are involved should 
have been brought to this almost irre- 
ducible minimum. Fraud is always the 
cause of a legitimate contest by the 
insurer; the insurer can reform its con- 
tracts and methods of business, but it 
‘annot reform the applicant completely 
or eliminate fraudulent agents. ‘The 
business must necessarily be negotiated 
through agents with limited authority, 
but subject to the charge of having 
greater ostensible powers. Ingenuity of 
counsel in discovering in each new 
clause some latent ambiguity; the va- 
riety of opinion by the courts of the 
different states in construing policies 
resulting from inherent differences of 
judgment; these and many other 


companies have made in their install- 
ment options. 

Likewise, in the case of a policyholder 
who has insurance in a number of com- 
panies and desires to combine the 
amounts to provide a certain income 
for specified beneficiaries, the best plan 
may prove to arrange for a trustee who 
can combine the proceeds of all the 
companies, and particularly when there 
is other property to be employed in the 
distribution. 

A careful consideration of the best 
interests of the beneficiaries to be pro- 
vided for, and how the best service can 
be rendered to them, appears to the 
writer to be a sound basis on which to 
determine whether the proceeds of a 
policy should be distributed under a 
form of trust agreement by a life com- 
pany having the power to act in that 
capacity, or whether the proceeds 
should be distributed through the me- 
dium of a separate trustee. 

In the distribution of policy proceeds, 
the first consideration should be given 
to the interests and convenience of the 
beneficiaries to be provided for, so that 
in their participation of funds they will 
recognize the life insurance company 
as a beneficial agency and bless the 
memory of the departed who provided 
for them. 

The responsibility of the executive in 
maintaining the high ideals which so 
generally govern the conduct of the life 
insurance business, implies that every 
present-day trarsaction should be so 
carefully performed that future obliga- 
tions to policyholders and beneficiaries 
will be met promptly, and particularly 
without litigation, to the end that com- 
fort and happiness may be more widely 
distributed, 


familiar elements, tend constantly to 
make liability uncertain and promote 
litigation. 


Little Insurance Litigation 

Yet, notwithstanding the rapid 
growth and the development in volume 
of business, the amount of litigation has 
not materially increased. The Ameri- 
can Life Convention companies alone 
now have over $12,000,000,000 in force. 
Ten years ago the total insurance of the 
companies then composing the Conven- 
tion was about $1,500,000,000. These 
same companies, or their successors, 
now have over $5,000,000,000. Their 
business has more than tripled. In 
addition to this, many new companies 
have entered the field. Yet the total 
number of life, health and accident de- 
cisions is only about one-third larger 
than it was ten years ago. 

Seen in this perspective, one would 
naturally inquire: “Why this irreduc- 
ible minimum?” If, notwithstanding dif- 
ficulties involved, the number of law- 
suits is reduced to such an insignificant 
part of the company’s business, why can 
it not be entirely eliminated? 

The answer is apparent from the 
reports. Current decisions indicate a 
constant change in the legal questions 
arising out of insurance contracts. The 
great variety of new forms of contract, 
as, well as changing economie and polit- 
ical conditions, contribute to this result. 
A year or so ago there was a consid- 
erable number of decisions relating to 
the war clause; this year there was 
hardly any decisions on that subject. 
The war brought the question of gov- 
ernment insurance; that appears to 
have been settled. Such questions as 
involving the right of a trustee in 
bankruptcy to the cash surrender value 
of a policy, the contestable clause and 
death within the contestable period, 
have each received especial attention of 
the courts and counsel, but are bound in 
time to be finally disposed of. 

This. year we have the permanent dis- 
ability and double indemnity clause, 
which form has been discussed. Now 
we have an increased number of de- 
cisions construing accident and health 
riders. This year there are several im- 
portant decisions dealing with the ques 
tion of when a policy lapses, whether 


on a premium paying date or on the 
anniversary of the delivery, as con- 
tended. by some courts, notably Mis- 
souri. 


There is a considerable number of 
current decisions dealing with clauses 
requiring deilvery in good health, the 
non-payment of blue notes at maturity 
and the still much discussed question 
of whether it is necessary to bring a 
suit in equity to cancel a policy for 
fraud where the insured dies within the 
contestable period. 

Cases Involving Delivery 

It is to the current cases on these 
last three subjects that [ call your 
attention and especially to the fact that 
each instance the courts are disposing 
of a rather troublesome question for 
the part most favorably to the com- 
panies. 

Conclusions 

There are certain provisions of an 
insurance contract that are so emi- 
nently fair that they cannot be waived 
or explained away. Delivery in good 
health is an example. 

There are others that, while fair, are 
subject to possible misconstruction. 


Their very novelty makes it possible 
for the insured to make a_ plausible 
claim that he failed to understand 


their meaning, as in the case of pro- 
visions for forfeiture of insurance for 
non-payment of blue notes. 

Still others are unambiguous, but do 
not cover every imaginable contingency. 
The incontestable clause does not con- 
template the necessity of a suit to can- 
cel the policy for fraud, and any other 
construction results into a mere tech- 
nical trap into which the insurer is to 
be lead if it does not take affirmative 
action, often impossible. At least, most 
of the courts are so holding. 

All that the insurer can do is to make 
its contracts absolutely fair and unde- 


Western Cos, Built 
On Pioneer Courage 
CONSERVATIVE | GROWTH NOW 


Intensive Cultivation and Building Up 
Reserve Strength Marks Modern 
Business 





The address of Charles Dobbs, manag- 
ing editor of “The Insurance Field,” “O, 
Pioneers,” follows: 

The generation of which we are a part 
has seen a revolution in the methods of 
studying and writing history. We have 
grown away from the time when history 

yas a mere record of dynasties and a 
chronicling of the intrigues of politi- 
cians. It was this old method of histor- 
ical study and writing which provided 
Napoleon with the occasion for his 
famous dictum that “history is a fable 
agreed upon” and moved that financial 
wizard and administrative genius, 
Henry Ford, to declare within the past 
few years that “history is bunk.” But 
history, aS modern qualified scholars 
treat it, is the record of great forces 
and movements, and calls to its aid all 
the disceveries of biologists, geograph- 
ers, geologists and psychologists. This 
new method has made it possible for us 
to trace with startling clearness the 
genesis of many of the economic and 
political problems which confront us at 
the present moment. 

Frequently the causes of present con- 
ditions are vastly remote. For example, 
the history of the inland empire which 
we know as the Middle West could not 
have been what it has been had it not 
been that years ago the vast Laurentide 
glacier covered the Ohio and Mississippi 


niably clear. The success with which 
this has been accomplished is evidenced 
by the comparative small amount of 
litigation. 

But it is an irreducible minimum. 
While these questions are in process of 
settlement before the courts, others are 
constantly developed. One Eastern 
company is advertising the fact that it 
has written a single group policy of 
more than $1,000,000, and as yet there 
are no decisions defining the rights of 
insurer and insured of such a contract. 
Some of your companies are undertak- 
ing this substantial development in their 
business-making contracts for the bene- 
fit of third parties, and insuring large 
bodies of employees without medical 
examination. Statutes in a large num- 
ber of states have been passed author- 
izing this kind of business, and it is 
only a matter of time before these im- 
portant contracts will be before the 
courts for construction. The develop- 
ment of accident and health riders has 
resulted in fifteen or twenty decisions 
during the last year, and there will 
probably be a larger number as time 
goes on. In regard to these riders, 
however, the courts have a considerable 
amount of precedent arising out of 
purely accident and health policies. 
Given even handed justice before the 
courts and eliminating completely all 
elements of forfeiture or ambiguity in 
the contract, this development of the 
business leaves room for increasing ele- 
ments of fraud. 

It is a branch of the law that is ever 
new and refreshing and little doubt can 
be had that, for some time to come at 
least, the Legal Department of a life 
insurance company will continue to be 
one of the most important parts of its 
organization. 

On the whole, the courts are enfore- 
ing legitimate provisions of contract 
and are more and more getting away 
from imagined ambiguities. The deci- 
sions cited are evidence of a refusal to 
resort to doctrines of forfeiture, waiver 
and estoppel of plain provisions of con 
tract. Even in cases where the contract 
does not specifically cover every possi 
bility, in black and write, the courts are 
giving contracts a fair and equitable 
meaning. 
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Valleys and impregnated the soil with 
a rock powder which has made the 
region wonderful in its fertility and has 
drawn to its broad acres streams of 
population from New England, Virginia, 
Kentucky and the Carolinas, not to 
speak of the sturdy, living-loving Ger- 
mans, of whom Carl Schurz was such 
a noble example. 

It is only incidentally, however, that 
I speak of the physiographic conditions 
of the Middle West. Rather is it my 
purpose to point out some of the origins 
of present popular views and tendencies 
which had their beginning in the pio- 
neer conditions of our national life. 

He is a poor American indeed who 
does not thrill with pride in the mar- 
velous achievements of the steadily 
advancing army of pioneers who have 
made the wilderness “to blossom as the 


rose,” and who have built up in the 
Middle West in the course of a few 
decades a material civilization un- 


matched in a thousand years of Euro- 
pean growth. The epic quality of the 
American pioneer movement, the West- 


ward march of Walt Whitman’s ‘“tan- 
faced children”’—the “warlike Chris- 
tian” settler of a quaint Virginia 


statute of 1701—can never be too brave- 
ly sung. But facing all the facts, we 
must know that people as well as indi- 
viduals, are compounded of strength 
and weakness. Our Westward march 
to the conquest of an empire has not 
been uniformly a procession of heroic 
souls bearing banners and_ shouting 
“Excelsior!” It is in the less heroic 
aspects of our development that we 
must search for the beginning of some 
of the present problems which are of 
vital concern to the life insurance com- 
panies—not only those comprising the 
membership of this admirable body, but 
all companies, whether they are domi- 
ciled in the East, West, North or South. 
Viewpoint of East and West 

It has been said of our pious Pilgrim 
Fathers that upon landing on this con- 
tinent they first ‘fell on their knees and 
then on the aborigines.” Not content 
with this they exploited in tithe and tax 
the thin line of the advance guard which 
cleared the wilderness, cultivated the 
soil and betimes made the region safe 
for husbandmen by exterminating the 
original inhabitants of the country. The 
early Colonial chronicles abound with 
evidences of the quickly growing antag- 
onism between the frontiersmen and the 
absentee landlords who snugly remained 
in safety and comfort on the coast line, 
while their hardier and less guileful 
brethren endured the heat and burden 
of the day. From Massachusetts on the 
North to Virginia and the Carolinas and 
Georgia on the South, the line of cleav- 
age between the tidewater aristocracy 
on the one hand and the frontiersmen 
on the other became quickly apparent. 
The “West” in those days was the “fall 
line” of the rivers flowing toward the 
Atlantic Ocean. Shays’ rebellion in 
Massachusetts, Bacon’s rebellion in Vir- 
ginia, and other embers of discontent 
bursting into fierce flame here and 
there, provided the crucible in which 
the authentic American spirit was born. 

It is aside from my present purpose 
to inquire whether the hostility between 
the West and the East was based upon 
real or fancied grievances. Undoubt- 
edly both elements entered into the con- 
flict. No cause or faction has ever en- 
joyed a monopoly of right and justice. 
Protessor Turner in his wonderfully 
informing and stimulating work, “The 
Frontier in American History,” has 
traced this hostility along the frontier 
line from generation to generation. It 
is only permissible at this time to ask 
you to note that decade after decade 
the Westward movement has been moti- 
vated by a protest against more or less 
real oppression in the East and a desire 
for a larger liberty and prosperity on 
the part of those who have made up 
the vanguard of our Westward-march- 
ing civilization. The’ characteristic 
thought of the frontier, steadily moving 
to the West, has been radicalism. Our 
pioneer fathers were never particularly 
gentle in the expression of their resent- 
ments, nor tender in the methods em- 
ployed to redress grievances. Thus, we 


have had two centuries’or more of 
revolt which has resulted in certain well 
defined traits in the pioneer as strongly 
marked as the noble virtues of courage 
and love of liberty. 

Spread of Assessment Ideas 

Bear with me while I indicate briefly 
some other characteristics which have 
been born of this unceasing protest 
against exploitation from the East and 
the struggle with primitive nature to 
the, West. Not only in America, but 
everywhere, the “tide of empire” has 
been Westward and in varying intensity 
the same traits which I shall mention 
have manifested themselves over and 
over again. The first characteristic has 
been the wastefulness of resources—a 
wastefulness inevitable when we con- 
sider that before the pioneer eyes there 
stretched a seemingly limitless region of 
boundless wealth waiting only to be de- 
veloped. It is only natural that, accom- 
panying this waste, there should develop 
an individual improvidence and reck- 
lessness. Jf he knew that a few miles 
further on there was virgin soil and 
wood waiting his plow and axe, of what 
concern was it to the pioneer if he was 
exhausting his soil and his forests? 

A second characteristic born of this 
centuries-old conflict between the East 
and West was a contempt of culture as 
exemplified in the Eastern landlord and 
money lender. Hand in hand with this 
contempt of culture there has been ever 
present a certain naive credulity. Pio- 
neer ears have ever been ready to listen 
to stories of bags of gold at the rain- 
bow’s end; to hear denunciations of the 
East, and like the children of Hamelin, 
to follow the Pied Pipers of politics and 
the crude demagogues who have played 
upon the guilelessness and resentments 
of the pioneer people. These dema- 
gogues have been either of the type of 
conscious parasites on the body politic 
or mere blind leaders of the blind. The 
astonishing spread of unsound assess- 
ment insurance ideas is an example of 
this blind and fatuous leadership. Pio- 
neers have ever shown a marked dispo- 
sition—in their contempt of Eastern 


culture—to confound mere uncouthness 
with strength; to mistake for manly in- 
dependence the boorishness of refusing 
to wear evening clothes, and sometimes 
to assume that the ammoniac odor of 
the manure heap is the ideal atmos- 
phere for “plain living and high think- 
ing.” In short, our pioneer people, 
both urban and rural—strong, lovable, 
courageous—have provided a never fail- 
ing crop of lambs for the political and 
business wolves to prey upon. 

There is no occasion for discourage- 
ment, however, in this recognition of 
the defects of our pioneer stock. 
Equally clear with their weaknesses is 
a certain instinct for unity born of the 
necessity for mutual helpfulness and 
co-operation in meeting the hardships 
and perils of the wilderness. Modern 
historians have been quick to recognize 
that when the political and economic 
center of gravity shifted Westward of 
the Allegheny Mountains a new element 
of national strength was born. The 
fierce democracy of Andrew Jackson, 
who in his day bruised the head of the 
serpent of Nullification, was alive with 
national feeling, which later found its 
perfect flower in the saintly Lincoln, 
who saved the Union and set America 
on a new path of greatness and glory. 

He who will properly study the rise 
of the new nationalism under Jackson 
will find much of interest and present 
day profit in the details of Old Hick- 
ory’s fight with the United States Bank, 
which for a season enjoyed and sought 
to perpetuate a profitable hold on the 
economic life of the West. 

There is an unlovely aspect, however, 
to Jackson’s victorious fight on the 
United States Bank which we may not 
ignore if we desire to maintain a proper 
balance of forces. It is true that Jack- 
son destroyed the bank’s power, but his 
victory was followed by an era of appal- 
ling economic disaster. It was charac- 
teristic that the people who arose in 
their fierce and righteous wrath should, 
after their victory was won, be set upon 
and despoiled by their own crooks and 
demagogues who inaugurated the era of 
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wildcat banks which brought the young 
pioneer giant of the West panting to hig 
knees. 

Aspects of Insurance Growth. 

Analogies are always dangerous as a 
basis of conclusions, but certainly there 
is some measure of parallelism between 
the wildcat banks of the Jackson period 
and wildcat schemes and companies 
launched by shrewd and cynical pro- 
moters following the revelations of the 
Armstrong Committee in the opening 
years of this century. 

The deevlopment of life insurance in 
the West and South, however, has been 
on the whole characterized by the finest 
aspects of pioneer courage and construc- 
tive capacity. In this fact we have the 
promise of a new era of development 
infinitely greater than any we have yet 
seen. Properly to avail ourselves of 
the opportunities, however, we must 
recognize not only the weaknesses 
growing out of our pioneer development, 
but the various other facts as_ they 
exist today. 

First of these facts is that the field 
for pioneering in the old sense has been 
exhausted. There are, generally speak- 
ing, no more new lands for occupation 
by the dissatisfied pioneers. Accord- 
ingly, the watchword of the hour has 
come to be conservation of collective 
and individual powers. Thus, a new 
aspect of pioneering is developing before 
our eyes. 

For the proper development of our 
possibilities we must build up our reser- 
voirs of money to meet the continually 
expanding agricultural and _ business 
needs of our section. In this building 
of reservoirs our life insurance com- 
panies have made a beginning upon 
wide and deep and firm foundations. 

With the building of these reservoirs 
must go along parallel lines a propa- 
ganda to counteract the vicious uabits 
of personal improvidence, and substitute 
in their stead habits of personal thrift. 

Through no agency yet devised by 
man can these two ends of collective 
and individual thrift be so powerfully 
promoted as through Life Insurance. It 
it freighted with too much of general 
welfare—it is the instrument of the 
holiest ambitions of too many home- 
building and family-loving men—to be 
left the defenseless victim of unwise 
laws and mischievous — supervision. 
Through intelligently directed efforts in 
public relations there is the promise of 
such a popular understanding of Life 
Insurance—such an appreciation of their 
equities of policyholders—that the polit- 
ical meddlers will not dare touch it. 

Finally, it falls upon men of vision in 
the life insurance business to re-state 
the principle of national unity. With 
the wireless annihilating distance, with 
the Atlantic and Pacific separated only 
one day’s journey by aeroplane, and 
with all the multiplying means of rapid 
communication, neither the hills nor the 
valleys, neither streams nor deserts, 
divide us as a people. While the cen- 
turies-old conflict between the East and 
West has not been without beneficent 
results, it has planted a provincialism 
which is encouraged in the slogans of 
politicians long after the political and 
economic necessity for sectionalism has 
ceased. Many of us in this room have 
not been blind to the fact that even dur- 
ing the history of the American Life 
Convention there has been much of nar- 
row sectionalism twisted to the uses of 
schemers and swindlers, but, more than 
an offset to this has been the recogni- 
tion by the more farseeing elements in 
the business of the essential unity of 
Life Insurance everywhere. Out of this 
vision of broad minds has come the 
Lite Convention and the Association of 
entente cordiale between the American 
Life Convention and the Association of 
Life Insurance Presidents. Henceforth 
we may be sure that such conflict a8 
may arise between life insurance of the 
East and North, of the West and South, 
will not be marked by the spirit of 
acrid controversy or sectional hatred, 
but by a noble rivalry in the upbuilding 
of America and cultivating the soil for 
an ever-growing strength and beauty of 
individual and national character. 
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Analysis Shows 
Causes of Lapse 


HIGH PRESSURE SELLING ONE 


Second Year Critical Time; Loss of 
Contact With Assured a Frequent 
Reason 





Gordon Thomson, vice-president and 
actuary of the West Coast Life of San 
Francisco, presented an instructive paper 
on “Lapsation and Its Problems” in 
which the experience of his company is 
analyzed. 

There is probably no other question 
connected with our business which has 
received more extensive or continuous 
attention than that of “lapsation.” 

Several able papers have been read 
before various insurance societies, and 
the insurance press and company mag- 
azines can rarely be picked up without 
finding some reference to the subject. 

On first reflection one might think 
that little more need be added to the 
sum total of the information already 
published, but doubtless much will con- 
tinue to be said and read until the evil 
has been fought to the point where it 
is less harmful and more normal than 
at present. 

Like a Germ Disease 

Lapses may be compared to a germ 
disease which breaks out under normal 
circumstances only in spots where con- 
ditions are unhealthy and becomes epi- 
demic when resistant influences are at 
their weakest. 

To combat the evil we must be well 
informed as to the causes in our indi- 
vidual companies and then act to elimi- 
nate the unhealthy spots and also in- 
crease our efforts to strengthen the re- 
sistant influences. The causes are 
varied and are not necessarily the same 
in every company and those that are 
the same may operate with different 
potency in different cases. 

What Is Normal Lapsation? 

A certain number of lapses, like the 
poor, we shall always have with us, and 
this number we shall refer to as the 
normal lapse rate. We want to con- 


centrate on the excess over the normal 
due to preventable causes and circum- 
stances that can be controlled. The 
question of what is a normal lapse rate 
for a company immediately arises. The 
preponderant proportion of lapses oc- 
curs within a few years from the date 
of issue of the policies. The heaviest 
lapse rate is usually in the second poli- 
cy year and the lapse rate subsequently 
lends to decrease with policy duration. 
A comparison of the percentage of the 
total lapses to mean insurance in force 
of one company with another or from 
year to year in the same company is 
misleading, as the company with the 
greatest volume of recent business will 
automatically and in the normal course 
of events be naturally expected to have 
- highest lapse rate to business in 
orce, 


West Coast Life Experience 
The following Table “A” gives the 
termination rates for my own company 


from its inception in 1906 to the end of 
1922; : 


TERMINATION RATE 
1907 


Similar figures can be compiled at the 
end of each month for comparison with 





previous year. The high rate in 1907 


1908 
Lapses without C. V....... 35.16 29.16 
SROERERBE 5. vases acorfeioreis x tees S.e's,€ 
Preventable ‘Terminations 35.16 29.16 
a is caec ccteane di 1.89 1.02 
LL Cea ea : gsi 
ROCMIE s salsrartisicte Siinaiaiclara’sisen ss OTL 30.18 
1915 1916 
Lapses without C. V........ 21.31 14.49 
Surrendered ...0...ecceees 4.13 3.23 
Preventable Terminations .. 25.44 17.72 
DERN Sardar «cts oot ortsalavateoudis ee 65 -68 
SO aE A Seay bere tees 
__ RRR ae eater 26.09_18.40_1 


was undoubtedly due to the first year 
business and the confusion caused by 
the San Francisco fire. It will be noted 
how the trend of the lapse rate has 
been downward with slight irregulari- 
ties as the average duration of the bus- 
iness increases from year to year. The 
low lapse rate for 1920 reflects the pros- 
perous conditions which were prevalent 
that year. 


The above table, however, as I have 
already pointed out, is a poor method 
of comparing lapse rates in the same 


to 18% of the total number referred to 
them. The following interesting table 
shows the method and result of analy- 
sis by a home office restoration depart- 
ment for a small group of lapses ob- 
tained from collecting cashiers. It in- 
cludes 241 lapsed policies for approxi- 
mately half a million of insurance. It 
is inserted in this paper merely as an 
illustration of method rather than as a 
reliable statistical investigation. 


TABLE 


The problem is, What are the best 
methods of counteracting this apathy 
and inducing these policyholders to be 
persistent? 

The new business of 1922 for all com- 
panies in the United States was esti- 
mated to be approximately $9,000,000,- 
000, and if a first year lapse rate of 
15% on this business during 1923 is 
experienced, the lapsed business will be 
$1,470,000,000. The normal deaths in 
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company as well as with other com- Lapsed Policies upon which there had been paid: No. of Policies Amount nanan 

panies because a large increase in the (1) WONG GO ONE cos cee eke cereckinetiacesde be 60 $118,500 i A ia 

very best kind of new business would (2) pod year but less than-S.5 oc. cc cece secs 19 35,500 7.15 

theoretically increase the lapse rate of O eae ae 09 121/000 34:36 

be entire company, whereas possibly Ge con ge cists bc eesae sien, sane ec jee 

the lapse rate : . 5 ee " + Dal wee neececcecceeresecesesceeces 241 496,700 

per a hive yori yey —. FINDINGS AND RESULTS OF RESTORATION DEPARTMENT phe 

above figures are obtained quickly from Group on _ (2) (3) (4) Total he 

the yearly valuation schedules. Seite << .«:-. — a i a No. Amt. No. Amt. No. Amt. Amts. 
A Better Comparison sor ager aaa : yt vis 2 £00 : ane 4 7,500 ; 14,000 282 

é eee - vA a, 8,5 a) 

A better and more enlightening com- ee -- 3 7,000 3 7,000 4 17,000 3 3000 is 40,000 8.08 
parison, however, of lapse rates of dif- Re ay enue ol : 17°50 wt 2 eer aa SS: © 21,500 4.33 
ferent companies or of different years Auto Surrender.11 — 13,500 ean Ske. iad es peas i 13°00 yr 
in the same company is by comparison ag — vere l 1,000 1 2,000 20 37,000 9 19,006 31 59,000 11.88 
of lapse rates according to duration of RP cr ci28 siauh 71:00 49 114200 AL o%300 105 206,200 41°52 
business. The following Table “B” is Total ...... aes 118,500 19 35,000 63 221.700 69 131000 41 436.700 100.00 
an example of such a comparison which — Percentage of Res o - ; 
can be extended each year to include oo. 48.95 25.35 4.66 10.74 
another year’s results: == aia = ; 

TABLE “B” one year on this volume will approxi- 

, LAPSE RATINGS BY DURATION a in Henna figures $7,000,000. Seven 
eee _— apse Yea = : million dollars is a reasonable estimate 
pan se rea — see — ~ of the loss in the current twelve months 
15 xs 12 42 to needy widows, children and other 
14 f Poe 38 3.66 2.33 beneficiaries resulting from the discon- 
8 a oe ! + : 58 .— o tinuance of death coverage after paying 
12 as ee ys : 48 362 Ol one premium or loss. If lapses result- 
10 L4l 2.49 2.68 A2 2.65 3.29 ing at all durations are considered, it 
9 1.27 6s = i a Me may be stated that the loss to bene- 

, 301 6.76 409 5°35 568 636 ficiaries for the current twelve months 

6 3.02 4.36 4.09 92 6.40 1.37 will approximate $15,000,000. Thousands 

5 5.76 7.06 4.83 3.48 —— Pp of widows and needy dependents will 

4 64 = oo $23 026 9°94 be left without a dollar, for the statis- 

2 10.78 15.78 15.70 15.17 24.11 20.58 tics show the insurance policy is all 

1 18.47 18.10 20.41 12.95 24.66 15.52 too frequently the only asset left. It 








The negative ratio for the ninth year 
in 1917 is caused by the restoration of 
some large policies, more than offset- 
ting the lapses. Such figures can be 
compiled regularly after the end of each 
year from the valuation schedules com- 
pleted for the insurance department re- 
port. 

Should Determine Cause of Lapses 

If we had a standard based on the 
average of the American Life Conven- 
tion companies, any company could 
compare its own rate with that average 
which would be valuable information. 
Such tables, however, whilst illuminat- 
ing, are valueless unless investigation 
is also made to determine the causes 
of our individual lapses. This infor- 
mation can be furnished on lapse mem- 
orandum slips by all branch and col- 
lecting cashiers to a home office resto- 
ration department. Collecting cashiers 
employing the usual well-known meth- 
ods will restore a number of cases prior 
to forwarding the lapse memorandum 
slips to the restoration department. 
Where active local agents are available, 
it is a good plan to send them a card 
two weeks prior to expiration of grace 
requesting them, if possible, to get in 
contact with the policyholder by per- 
sonal call, and if lapse seems imminent 
to report the cause to the cashier. Here 
we see the tremendous advantage of 
having a well-organized agency force 
with representatives everywhere trained 
and anxious to keep in touch with old 
policyholders, inducing removal, giving 
information and advising as to adjust- 
ment of old policy if any misfit exists. 

The home office restoration depart- 
ment should be required to systematic- 





TABLE “A” 


ZAN J INT OF INSURANCE IN FORCE 
“> —_—." 1910 1911 1912 1913 1914 
25.07 20.41 22.86 21.61 25.78 22.18 
.24 1.01 2.24 2.35 1.97 aide 
25.31 21.42 25.10 23.76 7.75 24.50 
.13 59 62 .60 66 e 51 
05 abhacd aie er ae F 
: 92.01 25.72 24.36 28.41 25.01 
— 1918 1919 1920 1921 1922 
11.73 14.19 11.48 9.42 12.83 11.45 
2.69 245 ay, 1.18 1.81 2.67 
14.42 16.64 13.05 10.60 14.64 14.12 
157 1.45 ‘99 ‘84 70 68 
‘02 ‘01 01 02 04 ‘07 
15.03 18.10 14.05 11.46 15.38 14.87 





ally analyze the causes of lapse and by 
a series of expertly designed communi- 
cations should succeed in restoring 15% 





Duration of Policies Lapsed 

It will be observed 45% had exactly 
one year’s premiums paid and 24% less 
than a year’s premium paid, or a total 
of 69% of the lapses had paid one pre- 
mium or loss. Another 7% had paid 
more than one but less than three pre- 
miums and 24% had paid three or more 
premiums. 

Home office restoration department 
work, done mainly by correspondence, 
reinstated the following percentages: 

49% of cases which lapsed with 3 or 
more premiums paid; 

25% of cases which lapsed with over 
1 and under 3 premiums paid; 

15% of cases with 1 or less premiums 
paid. 

Eliminate High Pressure Salesmen 

We will observe from table “C” 12% 
did not reply and 64% are either indif- 
ferent or have changed address and lost 
contact. Here are the people who con- 
stitute the “lapse problem.” It will be 
noted that practically all have paid only 
one annual premium or less. Some of 
these people may be dissatisfied 
through unsatisfactory selling methods 
being used by the agent. A lapsed poli- 
cyholder of this kind is a center from 
which lapse germs radiate. Careful 
agency selection, training and supervi- 
sion will practically eliminate this type 
of lapse. Chronic, high-pressure and 
non-persistent writers should be report- 
ed to a central bureau in the same man- 
ner as impaired risks are reported. 
They are as injurious to the health and 
wealth of the business as poor risks. 
Happily they are few in number and 
those who still exist are getting fewer. 

The large majority of these non-per- 
sistent policyholders show apparent in- 
difference to life insurance. They prob- 
ably need it most, but have lost the 
good intentions existent when the policy 
was applied for and the first payment 
made. They have not learned thorough- 
ly the lesson of insurance protection 
and thrift. They are the people who 
start but do not finish. They have not 
acquired the habit of systematic pre- 
mium paying. Sometime after making 
the first payment and after the agent 
had done his good work they became 
infected with the lapse germ. They 
were recently converted but have 
strayed in their good intentions. 


is a sad picture. It ‘3 a problem worthy 
or our best efforts. 

The comparies lose money because 
the initial costs in most companies ex- 
ceed the first premium. The _policy- 
ho!der loses because he forfeits his first 
payment in a valuable contract and 
the agent loses his renewal commis- 
sion interest. I estimate the commuted 
value of future renewal commissions 
lost to agents through lapses to be ap- 
proximately $5,000,000 per annum. 


If the lapse rate could be cut in half, 
$7,500,000 more yearly would be paid 
to widows, children and other benefi- 
ciaries, and agents would be paid $2,- 
500,000 more in renewal commissions 
per annum. The companies would lose 
less money and be compensated fully 
by larger increases in business in force. 

From whatever viewpoint the ques- 
tion is considered, a big effort to re- 
duce lapses and the misery too fre- 
quently caused by them, is well worth 
while. The interests of the insured, 
beneficiaries, agents and companies are 
identical. 

The lapse problem, like any other 
business problem, can be solved only 
oy searching analysis of the baneful 
causes and introduction of the best 
methods to eliminate or counteract 
those causes. 

Let us 
remedies: 


now consider causes and 


Causes of Lapse 

1. Most lapses are caused by the 
weakening of the unselfish instinct 
which caused the policyholder to buy 
the insurance for protection of others, 
or the weakening of the impulse to 
save, 

2. Depressed economic conditions or 
can’t afford. 

3. High pressure selling methods; re- 
bating; application not written accord- 
ing to underwriting rules necessitating 
change by home office on approval. 

4. Loss of contact between agent or 
company and insured, particularly dur- 
ing the first two policy years. 

5. Opportunity for contact present but 
lack of interest and effort on the part 
ot some agents in inducing payment of 
second and third year’s premiums as 
well as first. 

6. Lack of systematic and effective 
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effort on the part of the company to 
sustain the interest of ‘the insured in 
his policy, particularly during the first 
three policy years. 

7. Policyholder’s contract 
satisfy or fit his condition. 

8. Policy contracts held by insured 
not up to date, causing policyholder to 
become easily dissatisfied on compari- 
son. with other offers. 

Remedies 

1. Systematic effort by company and 
agent particularly during first three 
years to foster the unselfish instinct of 
protection for dependents and the thrift 
impulse. . 

2. Those experiencing depressed eco 
nomic conditions or the “can’t afford” 
class need very special attention. If 
they are genuine members of this class, 
they might be offered five-year term 
with convertible privilege within three 
years subject, of course, to re-examina- 
tion. We frequently come across policy- 
holders lapsed for over a year with 
little or no value available who would 
be glad to reinstate their insurance but 
cannot afford the current premium plus 
the back premiums and interest. Such 
policyholders readily fall in with the 
idea of dropping the old policy and tak- 
ing out a new one at their present age. 
A better method which avoids report- 
ing a lapse is to change the old policy 
to a new one at a higher age and short- 
ep duration but using the value, if any, 
to the best advantage to set up the last 
terminal reserve and to pay with such 
cash as the policyholder can afford the 
current premium. I can see no objec- 
tion to this special method to meet a 
special circumstance, particularly as no 
commissions or dividends, if any, are 
payable except on the full current pre- 
mium paid and also since the same is 
again selected by recrimination. The 
policyholder is penalized by being 
charged a higher future premium than 
if he had reinstated as of original age. 

3. When it becomes known that any 
agent’s methods will result in non-per- 
sistent business, these methods should 
be corrected immediately and business 
written should receive special atten- 
tion. . 

4. Efficient agency organization work 
by company to secure suflicient agents 
who will reside permanently in the ter- 
ritory. These agents should be sup- 
plied with particulars on cards of all 
policyholders residing in their neigh- 
borhood (if not with all them with 
ecards for policies on which less than 
three premiums paid) and educated to 
keep in touch with them. Such agents 


does not 


should report dissatisfied policyholders 
to a conservation department at the 
home office where necessary changes 
in policies can be suggested and car- 
ried out efficiently. It is very detri- 
mental to have territory left vacant 


for long periods with consequent loss 
of contact. New territory which ‘can- 
not be permanently organized is better 
left alone for a future date. 

5. The question of the payment of a 
larger renewal commission on the sec- 
ond premium than on subsequent re- 
newal premiums is worthy of thought 
because the agent under such a system 
has a more substantial interest in the 
renewal for the second policy year. The 
first premium is the hardest to collect, 
and the second premium is the next 
hardest, and perhaps the renewal com- 
pensation should be arranged so that 
the highest renewal payment is made 
for the greatest renewal service. I be- 
lieve a system of renewal compensation 
which rewards for persistent business 
is also worthy of serious thought. 

6. On receipt of the application at the 
home office some companies mail witn 
good effect a copy of an institutional 
number of the company’s magazine. 
This copy usually contains pictures and 
descriptions of the organization, solidity 
and service of the company. This is 
intended to draw the new applicant 
closer to the institution. When the 
policy is mailed an attractive pamphlet 
pointing out all the great benefits of 
life insurance may be enclosed with it. 
It seems reasonable to assume that lit- 
erature of this kind sent out at this 


time will help to fix the policy in the 
applicant’s mind as a unique and valu- 
able possession. The instructions of 
collecting cashiers should call for more 
frequent notices and attention during 
the first three policy years. After a 
policy is four years old, the number of 
notices may be safely reduced as repe- 
tition of notice to a persistent policy- 


holder is needless expense and may 
cause offence. Sometime during the 


first policy year the policyholders’ ser- 
vice department (a division of conser- 
vation department) should communicate 
with the policyholders stating that that 
department is at their service and is 
prepared to give information regarding 
changes of beneficiary, modes of settle- 
ment of policy proceeds and any infor- 
mation desired regarding the policy. If 
the company has a health conservation 
service, particulars can be enclosed at 
this time. 

7. The restoration department should 
be ready at all times to change (sub- 
ject to underwriting rules) the kind of 
policy if the policyholder is dissatisfied 
with his existing contract. Full reserve 
value and every possible credit should 
be allowed for the old policy and ap- 
plied to the new. Change of falling due 
date to more convenient date should 
receive attention by irregular premium 
method. Many companies now pay the 
medical fee for the first reinstatement 
only. When a case has an extended 
insurance period running to maturity 
date under an endowment, no evidence 
of insurability is necessary except for 
disability or other special benefits at- 
tached to the death risk. A number of 
companies waive evidence of insurabil- 
ity as far as the life risk is concerned 
when the extended insurance period 
runs for five years or over. I believe 
this is sound and safe when done with 
due consideration of all facts. When 
the writing agent forfeits his renewals 
on lapse, some companies offer the local 
agent 15% and two-fifths for successful 
reinstatement. 

8. I believe new features adopted in 


policy contracts, such as new disability 
clauses, double indemnity, should be of- 
fered as a matter of service to all old 
policyholders subject, of course, to evi- 
dence of insurability and adjustment of 
premium where underwriting rules re- 
quire it. Benefits which are improve- 
ments in modern practice and require 
no extra premium or evidence of insur- 
ability, such as instalment methods of 
settlement, should be made retroactive 
and all old policyholders fully advised. 
Old customers cannot fail to appreciate 
service and consideration of this kind, 
and this practice will save many need- 
less surrenders for newer and more lib- 
eral contracts in other companies. 

In conclusion, whilst the office work 
of the conservation department  pro- 
duces worth-while results, the main 
thing in prevention of lapses is the 
writing in the first instance of perma- 
nent business and then subsequent per- 
sonal attention to renewal by the agent 
who wrote it. Likewise, when the busi- 
ness is once lapsed, the reinstatement 
department’s office work has wonderful 
results and brings back many to the 
fold, but many more can be_ brought 
back by personal visits of a traveling 
reinstatement department representa- 
tive. One difficulty here is that when 
policyholders are few and isolated as in 
some territories, it is too costly to visit 
them on the small margin a company 
can afford to pay for this work. In 
such cases the only satisfactory solu- 
tion appears to be for a number of com- 
panies to pool their lapses and jointly 
employ the same reinstatement travel- 
ing man at an expense that all can 
jointly but not individually afford. 

I fully realize how inadequately this 
subject has been covered by me, but 
I hope some useful information will be 
found in this paper for some of our 
members, and I hope the discussion will 
bring out some valuable suggestions de- 
rived from the experience and «nowl- 
edge of our members. We are all look- 
ing for new methods of counteracting 
lapses. 
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Need for Sound 
Disability Cover 


UNSATISFACTORY FEATURES 
Modern Disability Clause is Both Pop 
ular and Logical, Giving Needed 
Protection 


John M. Laird, actuary of the Conng; 
ticut. General Life, discussed the scop 
of life insurance with special refcren 
to the disability features of policies an 
other clauses. Ilis address follows: 


Modern life insurance enables a ma 
to build up an estate for himself or hj: 
family by simply making regular depos 
its as the premiums fall due. But wha 
is to become of this program 
account of injury or sickness he is w 
able to make these deposits? In thai 
sase the modern policy not only relieves 
him from payment of premium, but aly 
provides him with a substantial incon, 
without reducing the amount payable 4 
death or maturity. 

Life companies are permitted by lay 
to cover “permanent total disability, 
Only a few years ago a common ques 
tion was: “Has this policy a disability 
clause?” Most people had only a vagu 
idea as to what was meant by disabilit; 
clause, but knew that if the policyholde 
lost both feet he would not need to pa 
the next premium. Today the questioy 
is not “Has the policy a_ disability 
clause,” but rather “What form of dis 
ability coverage is granted?” “What di 
we mean by permanent total disability” 
and “What is paid in case of such dis 
ability?” 

Under the old type of clause, disabil 
ity must have continued through a pro 
bationary period of, say, six months 
and must then be presumably perma 
nent. Some companies have reduced 
this period from six months. to two 
months. Others have completely elimi 
nated the probationary period and pay 
benefits from the first day of disability 
but only if the disability is presumably 
permanent. Some companies have re 
duced this period from six months t 
two months. Others have completel) 
eliminated the probationary period ani 
pay benefits from the first day of dis 
ability, but only if the disability is pre 
sumably permanent. These _ policies 
covering from the first day look attra 
tive but leave room for doubt as t 
what is meant by presumably perma 
nent. Some consider that disability i: 
“permanent” only if it ends in deat! 
and that it is “presumably permanent 
only if it is so severe that there is 10 
reasonable hope of ultimate recovery 
Others hold that any long illness is per 
manent. For instance, in a recent cas 
the Supreme Court of New York hell 
that tuberculosis continuing for sixtee! 
months followed by recovery was Pe! 
manent disability within the intent 0 
the policy. 

Unsatisfactory Provision 

A policy covering only  disabilil! 
which is presumably difficult to tell i! 
advance how long the illness will col 
tinue and whether it will probably prov 
fatal. Second, after the policyholder 
has been laid up a certain time he needs 
money even though he may then be 0 
the road to recovery. For these reasol 
there has been an increasing tendent! 
for progressive companies to define pe! 
manent total disability as any total dis 
ability which has lasted three months 
After the Insured has been disabled {0 
three months, he is thereupon entitle 
to benefits and no questions are askeé 
as to whether the disability will prob 
ably end in death or recovery. Th! 
definition entirely removes any questi! 
as to what is meant by permanent. 

Today it seems unfortunate that the 
law requires the continued use of tl? 
word “permanent.” It would be bettt! 
if companies could state in the contra! 
that they cover any total disability aft 
a reasonable waiting period—two wees 
three months or six months. i 

A few years ago critics of the d* 
ability clause maintained that it 
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indefinite and covered such a remote 
contingency that it was of little value. 
Today on the contrary many well in- 
formed persons claim that the modern 
clause just described is so liberal that 
it is virtually Accident and Health in- 
surance and does not properly come 
within the scope of Life insurance. They 
recognize the social value of this pro- 
tection but claim that this phase of 
personal insurance should be left to Ac- 
cident and Health Companies. 

Commercial Accident and Health in- 
surance provides two major benefits: 

1. A principal sum payable in case of 

accidental death or serious dismem- 

berment; 

. Weekly indemnity payable during 
total disability caused by injury or 
illness. 

The policy is issued for a term of 
three, six or twelve months and may 
be canceled by the Company at any 
time. Furthermore, although usually it 
covers the entire period of disability 
due to injury, it generally covers only 
the first 52 weeks of disability due to 
sickness. In the case of serious sick- 
ness lasting more than one year the In- 
sured is therefore left without any pro- 
tection after the first twelve months. 
In fact, under the disability portion of 
commercial contracts 50% of the claim 
payments are for the first two weeks of 
disability and 90% for the first three 
months. 


tb 


Need for Disability Coverage. 

Now there should be some way by 
which a healthy man can be guaranteed 
an income during serious illness occur- 
ring in nis productive period, no matter 
how frequent or how prolonged such 
illness may be. Such courage cannot 
be obtained under commercial health in- 
surance because the health policy may 
be canceled by the company, and be- 
sause in any event sickness payments 
usually cease at the end of one year of 
disability. 

But what about non-cancellable acci- 
dent and health insurance? Prior to 
1915 most underwriters felt that a non- 
sancellable policy was unsafe and im- 
practical. Then one or two companies 
introduced such a form on conservative 
lines. This was followed by a short pe- 
riod of enthusiastic competition during 
which Companies vied with each other 
in offering this insurance at inadequate 
flat rates regardless of age at issue. 
After a few months of study and ex- 
perience most Companies lost their en- 
thusiasm for the Non-Cancellable and 
adopted higher and more scientific 
rates. 

The most popular plan of non-can- 
cellable now on the market pays bene- 
fils as long as total disability contin- 
ues but eliminates the first three months 
of disability. This is precisely the same 
coverage as is now granted by many 
progressive Life Insurance Companies 
as an integral part of the Life contract. 
There is, however, one big distinction— 
the Accident Companies backed by 
years of experience on this contract, 
particularly if it is issued in large 
amounts. They are therefore selling 
comparatively little of this business. On 
the other hand, Life Insurance Compa- 
nies feel that where this sickness in- 
surance is linked up with Life insurance 
the experience will be more favorable 
and they can safely enter this field 
which the Accident Companies are not 
adequately covering. 

It is clear therefore that this modern 
disability clause granted with life in- 
surance has a definite social value and 
that it gives the public a form of cov- 
erage which cannot be secured under 
Commercial Health insurance and is not 
being sold in any volume under Non- 
Cancellable policies. Life Companies 
deserve credit for thus extending the 
disability provision. At the same time 
they must recognize that in so doing 
they have embarked on Non-Cancellable 
Health insurance, the very thing which 
experienced Commercial Companies feel 
requires the utmost caution. 


When Claims Increase. 


Under the old disability clause life 
Companies have become accustomed to 


handling prolonged claims for tubercu- 
losis, paralysis and insanity. Under the 
new clause they will also have many 
claims for temporary illnesses such as 
influenza and typhoid fever as well as 
for injuries such as fractures and 
strains. This means new problems for 
salesmen, medical directors, underwrit- 
ers and claim adjusters. 

As the definition of permanent total 
disability is liberalized, there is a cor- 
responding increase in the number of 
claims. From sickness tables it has 
been estimated that if 100 men take in- 
surance at age 30 and continue their 
policies to age 60 there will be four 
claims for permanent total disability 
of the old type, that is, total disability 
which has lasted six months and is then 
presumably permanent. If we liberalize 
this definition in such a way as to cover 
any total disability after a waiting pe- 
riod of six months, the number of claims 
increases from 4 to 22. If we reduce 
the waiting period from six months to 
three months and use the modern clause 
covering any total disability after a 
waiting period of three months, the 
number of claims rises to 57. 


Additional Accidental Death Benefit. 

The modern disability clause is not 
only popular but logical. It enabled the 
policyholder to face the future with a 
confidence which cannot be secured in 
any other way. Can we say as much 
for additional accidental death benefits? 
No, it is illogical to pay $10,000 for 
death by pneumonia and $20,000 for 
death in a railroad wreck. At the same 
time we know that this provision has 
a definite sales value. The hazard of 
accidental death is brought home to us 
every week in some dramatic form. 
The average man instinctively feels that 
he should make some special provision 
for his family in case he should be sud- 
denly struck down in his prime by an 
untimely accident. For years this cov- 
erage has been furnished by Commer- 
cial Accident Companies but now it can 
be secured in conjunction with Life in- 
surance on a more permanent basis and 
at a lower rate. If the amount on any 
one life is kept within reasonable lim- 
its and if the business is carefully se- 
lected, apparently a favorable experi- 
ence can be secured. If properly used, 
this feature becomes an important fac- 
tor in furnishing clients with complete 
personal insurance. 

Accident and Health Insurance. 

If we admit the value of a liberal dis- 
ability clause and of accidental death 
benefits in conjunction with Life insur- 
ance, must we also establish an Acci- 
dent and Health Department? Under 
modern conditions Life insurance and 
Accident and Health insurance go hand 
in hand. Each branch helps the other. 
Frequently the new agent starts in Ac- 
cident and Health insurance and later 
develops a systematic campaign in Life 
insurance or in both lines. 

A fairly large Life Insurance Com- 
pany with ample resources may prop- 
erly open an Accident and Health De- 
partment but it should not look for a 
profit on this business for a number 
of years. 

On the other hand, most Life Insur- 
ance Companies which have not already 
onened such a department can afford 
to leave that branch of the business in 
the hands of the established Commer- 
cial Companies and confine their atten- 
tion to liberalizing their Life policies 
and building up an organization for 
properly handling the new problems in- 
herent in tne incorporation of Accident 
and Health provisions in Life policies. 

Group Insurance 

Should a progressive well established 
Life Companv issue Group insurance? 
The Group idea is sound and Group in- 
surance is here to stay. It has proven 
its value in the industrial boom of 1919 
and the depression of 1921. The mor- 
tality has been favorable. It has an 
advertising value not only where groups 
have been written but throughout the 
entire territory. If a prospect for any 
form of insurance says “I never heard 
of your Company,” the agent need only 
point with pride to a list of representa- 


Getting New Agents 
Through Advertising 


CO-OPERATIVE BASIS NEEDED 





Demand for Trained Agents Way 
Beyond Present or Prospective Sup- 
ply; Schools a Solution 
John M. Sarver, president of the Ohio 
State Life of Columbus, in discussing 
“Advertising For Agents” stressed the 
necessity for training new agents before 
sending them into the field, as against the 
o'd method of turning them loose on the 
community, Mr. Sarver’s address fol- 

lows: 

This subject concerns itself with the 
use of advertising for the purpose of 
securing or recruiting the agency forces 
of the life insurance companies. The 
need of more and better agents is one 
of the great problems that constantly 
confronts the companies. Nature in her 
prodigality may occasionally produce 
men of such extraordinary innate ability 
as to fit and qualify them to respond 
as soon as they learn of the companies’ 
need of their services as agents, but 
the supply of such men is very limited. 
It follows that life insurance is deeply 
interested and concerned in the encour- 
agement of schools and courses that 
will educate and train for this impor- 
tant work. 

The National Association of Life 
Underwriters deserves all the credit of 
inaugurating the plan to establish 


tive Group policyholders with a national 
reputation. 

It is comparatively easy to arouse an 
agent’s first interest in Group insurance. 
As he sits at his desk, he admits that 
within a small radius may be found a 
large number of the most progressive 
corporations in the country and he is 
confident that several of these will be 
glad to buy Group insurance. 

There is however another side to this 
picture. You must first sell the Group 
idea and then in the face of keen com- 
petition secure the business for your 
Company. Sometimes when you have 
apparently overcome all difficulties, an 
outside broker with personal influence 
diverts the business to a competitor. 
The closing of a case usually requires 
long patient attention and the services 
of an expert. The Company must 
maintain a well organized Group De- 
partment with a number of trained men 
available for service at any point. 

The contributory plan under which 
the employer pays part of the premium 
and the employees the balance is in- 
creasing in popularity. This means a 
still larger organization in order to sell 
the Group idea to employees as well as 
to employer. 

There is an increasing interest in 
rroup disability and in elaborate quo- 
tations showing the cost of Pension 
plans. 

After the Group has been placed, we 
must co-operate with the employer and 
the employees through a Service De- 
partment organized to hold and increase 
the interest in Group insurance. 

The direct financial profit on Group 
insurance is small. If the mortality on 
a large Group is favorable, the employer 
may decide to carry the insurance him- 
self. Invariably a favorable experience 
is followed sooner or later by increased 
dividends or reduced rates. 

Group insurance is full of new prob- 
lems. Probably it will never take the 
place of Industrial insurance but it has 
already made a new place of its own 
and it is still in its infancy. To the 
progressive employer and his employees 
it has a strong appeal. To the insur- 
ance company it opens up an ever-wid- 
ening field of opportunity. 


Life insurance is still in a state of 
evolution. Its scope is being continually 


broadened. In any complete program 
of modern Life insurance there is abun- 
dant room for a liberal disability pro- 
vision, accidental death benefits and 
Group insurance, 


schools Of life insurance salesmanship, 
a piece of constructive work that shows 


wise leadership in that distinguished 
body of intelligent, progressive, for- 


ward-looking men who carry the burden 
of production. Such an _ educational 
movement on the broad basis of the 
general need of agents is worthy of the 
moral and financial support of the Com: 
panies without stint. The Life Under- 
writers might well be represented by 
invitation at this meeting to aid in 
devising ways and means to forward the 
interests of the insurance schools. At 
present this source of supply does not 
promise results that will be at all com- 
mensurate with the demand for agents. 
The Y. M. C. A. has stepped into the 
breach and is offering courses in life 
insurance. salesmanship that will be of 
real benefit, and the insurance press 
has added sidelines of great educa- 
tional value. But these sources all com- 
bined are inadequate, and it is still 
necessary to resort to the old experi- 
mental methods with untrained men. 


Most Agents Untrained 


Relatively small is the number of 
trained and experienced agents who 
have become successful salesmen and 


worthy representatives of life insurance. 
The untrained and inexperienced agents 
constitute the large majority, and they 
as a class are neither successful nor 
worthy representatives of the business. 
Out of the majority must be evolved the 
comparatively small number of pro- 
ducers who survive in the process of 
elimination, and the mortality in this 
process is so frightful that company 
officials turn away and try to think of 
something more agreeable. Meanwhile 
the people see and suffer. The bad 
effects of this system, or lack of system, 
are constantly present, as the one ex- 
hibit of life insurance that regularly 
impinges on the public consciousness is 
the agent. He mingles with the people 
and by him the business is judged. One 
of the best advertisers of life insurance 
is the successful agent, and the con- 
verse holds true. By strange perversity 
of human nature, it is the poor agent 
who claims credit for advertising the 
company when he starts out with full 
pockets and comes back with empty 
hands. Seldom does failure hesitate to 
offer good intentions as an offset for 
non-perlormance. 


The purely experimental method of 
agency selection is slow, painful 
and expensive to the companies as 
the number of successful agents 
probably averages not over 5% to 
10%. Is it any wonder that the pro- 
ducing agents of the companies are 
rated amongst their best assets? The 


deliberate interference by 
with the agency organization of any 
company is little short of grand lar- 
ceny, as it is estimated that the average 
cost of the fairly good agent is not less 
than $500. What is the value of the 
$2,000 producer? How much are pro- 
ducers of other magnitudes worth? At 
this time only estimates are made, but 
the actuaries will some day compute 
with accuracy the value of such human 
assets. 

Advertising is one of the means quite 


competitors 


commonly employed by companies to 
obtain agents. How far has it been 
profitable since it is confined almost 


exclusively to insurance journals? 
These journals are indispensable to the 
companies and their agents, but they 
have few readers outside of the ranks 
of insurance men. Like other classes 
of publications, they can not exist with- 
out the support of advertising, and this 
fact is clearly recognized. But is the 
great institution of life insurance bene- 
fitted by much of the company adver- 
tising in these journals? Should such 
advertising be of a competitive nature, 
to the extent of causing discontent 
amongst the agents of other companies? 
Does it have due regard for the rights 
of others? I5 it strictly ethical? 
A Standard of Ethics 

Possibly the companies can learn 

something in point from the National 


Association of Life Underwriters, that 
eminent body of clear thinkers on eth- 
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Agents’ Chart of Ethics was adopted by 
the National Association of Life Under- 


writers, September 6, 1918. In this 
Chart, under the heading of “Ideals,” 
there are two groups: 

1. Institutional Embraced in our 


Motto, above the Companies’ Life In- 
surance, 

2. Individual All the Professional 
ideals in each heart and mind. 
Under the heading of “Competition,” 

there are five principles: 

1. All agents of all companies are 
“partners on the job” of insuring the 
people. 

2. Shun competition as “bad business,” 
wasteful of effort; breeder of evils. 

3. If really unavoidable, use methods 
fair to all concerned. 

4. Know when it should cease. 

5. Always leave him a better booster 
and prospect for life insurance. 
Under the heading ‘Cordial Co-oper- 

ation for the Common Good” are these 

principles: 

1. No seeking other’s agent, except for 
promotion and on notice. 

2. No accepting other's agent, without 
notice. 

3. No commission to other’s agent, with- 
out notice. 


Under the heading “Professional 
Practice in Soliciting’ are these prin- 
ciples: ; 
1. No misrepresentation made or mis- 


understanding permitted. 

No rebating or other discrimination. 

3. No twisting of own company’s policy 
or another’s. 

This chart is a pronouncement of 
ethical principles that is worthy of 
study and adoption in the home office 
of every company. 

In this connection it may be of inter 
est to introduce the Code of Ethics 
adopted and observed by the Detroit 
Association of Life Managers: 

1. To endeavor to enlist new men in 
the business, rather than to seek 
those engaged by other companies. 

2. To consult first the employing gen- 
eral agent or manager before nego- 
tiating with an agent proposing to 
change companies. 


3. To avoid any connection with so- 
called “twisters” or ‘“abstractors.” 
4. To notify the interested general 


agent or manager of any business 
submitted by one of his agents to 
another company before commission 
is allowed. 


5. To allow no commission on insur- 
ance issued on the life of an agent 
until applications secured by him 


have been received and paid for on 

at least three other lives. 

The first principle of the Detroit Code 
indicates the proper course in advertis- 
ing for agents. That the insurance jour- 
nals can not be regarded as the proper 
media to enlist new men in the busi- 
ness is self-evident. All insurance men 
now agree that the twisting of policy- 
holders is crooked business. Do all now 
agree that the twisting of agents is 
crooked business? What should be the 
attitude of the companies toward the 
life insurance broker, who directly rep- 
resents and serves the applicant for 
insurance instead of the company? Is 
the brokerage system compatible with 
the agency system? The brokerage 
system often brings the companies into 
the position of competitive bidding for 
business in soliciting, classifying and 
rating risks, thereby tending to inter- 
fere with scientific underwriting. If it 
is agreed that brokerage business 
should be encouraged, there is less 
objection to much advertising that now 
appears in the insurance papers, dwell- 
ing upon the fact that the rejected risks 
of some companies are entirely accept- 
able to other companies. However, 
there is little reason to think that any 
company in the life insurance business 
finds it impossible to find uninsurable 
risks and that such advertising dis- 
closes to the unsuspecting agents “the 
truth, the whole truth, and nothing but 
the truth” in advance of luring them 
into its service. 

Advertising in Insurance Papers 
In advertising for agents life insur- 


of service, and the buyer in need occu- 
pies the weak position. Probably this 
explains why the companies, advertis- 
ing in insurance journals, find it neces- 
sary to say some things that are hardly 
in keeping with their dignity. The mar- 
velous service, rendered by some com- 
panies to their agents in prompt co-op- 
eration, suggests the exclusive use of 
the swiftest communication and trans- 
portation known to the up-to-the-second 
man. Their policy contracts establish 
immediate affinity when presented to 
the prospects so that they coalesce 
without the heat of argument or t.e 
pressure of salesmanship. How wonder- 
ful! How different from the agent’s 
own company, always insisting upon 
complete answers and full information. 
What need of medical examinations 
and inspection reports that cause vexa- 
tious delay in collecting the well mer- 
ited commissions. There’s pulling 
power in good copy and the advertising 
must get results. 

There are fifty-seven life insurance 
papers in this country, supported princi- 
pally by the more or less competitive 
advertising of the companies. The cir- 
culation of the majority is so small that 
all papers might be combined into one- 
fifth of their present number without 
any loss to the business. The advertis- 
ing rates seem to have no direct corre- 
lation with circulation. Much of the 
money now spent in trade papers can 
be profitably diverted to other classes 
of journals for the purpose of attract- 
ing new men into agency work. The 
transfer of agents from company to 
company is unwise, wasteful and unsat- 
isfactory in most cases. As long as 
such conditions prevail the agency prob- 
lem will not even approach solution, 
and yet it is considered almost too deli- 


cate a subject for full and frank dis- 
cussion in executive’ session. The 
American Life Convention has gone 


squarely on record in opposition to 
twisting, proselyting and circularizing 
agents. Is it not high time to bring this 
fact home to all offending members by 
some decisive action? Since competi- 
tive advertising for agents as it is con- 
ducted by the companies is devoid of 
good results, the question may be raised 
as to the possible advantage of co-op- 
erative advertising. Many trade associ- 
ations are now conducting national 
advertising campaigns to build favor- 
able public sentiment. 

A casual study of the advertising 
pages of the popular magazines of 
nation-wide circulation reveals that the 
American Bankers’ Association is edu- 
cating the public as to the trust depart- 
ment service and is offering to furnish 


inquirers a booklet on “Safeguarding 
Your Family’s Future.” There is a 
strong tendency on the part of the 


banking interests to explain the bene- 
fits of life insurance through the news- 
papers, often using full pages in a series 
of advertisements at large expense, for 
the mere privilege of becoming the 
endorsers of life insurance. A New 
York bank has quite recently issued a 
booklet containing a noteworthy exposi- 
tion of life insurance for the benefit of 
the public under the title, “The Great- 
est Family in the World,” and its cir- 
culation promises to run into 1,000,000 
or more copies. The banks are co-oper- 
ating in the production of a series of 
booklets, written and printed by adver- 
tising experts for general circulariza- 
tion. Similar publicity work has been 
undertaken by trade association § of 
brick, plate glass, cement and many 
other enterprises of industrial and com- 
mercial importance. 
Use of Institutional Advertising 

Institutional advertising of life insur- 
ance, planned and executed by advertis- 
ing men of ability and experience, can- 
not fail to increase favorable public 
opinion, resulting in mpre and better 
agents to produce more business more 
economically than in any other way. 
Co-operative advertising, planned to edu- 
cate the people en masse, will find the 
public mind receptive to the story of life 
insurance as it may be told in a thou- 
sand different forms of interest and 


charged with the immediacy of sales- 
manship. Having found lodgment in the 
subconsciousness of the public mind, 
these ideas are friends and _ allies 
within to aid the salesman when he 
knocks at the door of individual con- 
sciousness, for the express purpose of 
stimulating desire into the intensity of 
action. Here are a few quotations from 
the last report of the Committee on 
Salesmanship of the National Associa- 
tion of Life Underwriters on “How to 
Use Suggestion in Selling Life Insur- 
ance.” 

“There is a sort of collective sugges- 
tion that moves groups of people. 

“The force of collective suggestion in 
forming opinions favoring life insurance 
is no doubt much greater than the 
average salesman has recognized. 

“This is the reason it is easier to 
sell life insurance in a locality where 
insurance men are active.” 

Active life insurance men are excel- 
lent advertisers, but not half as good 
as satisfied policyholders, whose satis- 
faction is so great that they voluntarily 
talk life insurance with their neighbors. 
The suggestion of personal profit cannot 
be completely dismissed from the mind 
of the prospect under the pressure of 
the salesman who is urging action now. 
Then the idea allies, implanted by ad- 
vertising, emerge unbidden to aid in 
overcoming sales resistance. The prob- 
Jems of life insurance salesmanship are 
the special province of the National 
Association of Life Underwriters. This 
greatest organization of life insurance 
has spoken with conviction as to the 
value and importance of co-operative 
institutional advertising. 

The cover page of the pamphlet, “In- 
stitutional Advertising as Applied to 
Life Insurance,” issued by the Conser- 
vation and Education Bureau, bears this 
legend: 

“Fourteen out of fifteen prospects 
refuse life insurance because they are 
not educated to the necessity of protec- 
tion. How the right kind of institu- 
tional advertising will make the Life 
Underwriter a welcome caller where he 
was before barred.” 

Demand On Producers Exceeds Supply 

Surely the companies are deeply inter- 
ested in using every legitimate means 
to make their field ambassadors persona 
grata in their official visits to every 
home and business office in the land. 
Advertising is the subtle but effective 
means to this end. So vast and unex- 
plained is the field of operation for life 
insurance in fulfilling the needs of the 
people, that there is no thought of over- 
production. The capacity of the com- 
panies to handle the business is practi- 
sally inexhaustible. The demand for 
more and better producers is away be- 
yond the present or prospective supply, 
unless new and improved sources are 
created, advertising on a co-operative 
basis, properly conceived and executed, 
is the power that will accomplish the 
greatest results in the quickest, easiest 
and most economical way. The _ best 
advertising talent in the world must be 
summoned to promote ‘the greatest 
thing in the world.” It is inconceivable 
that such momentous interests be 
treated in any small way on the low 
plane of competition. Human life gives 
value to all values. How great is the 
incurable value of single units in the 
human family? What economist or 
actuary can fix the standard of evalua- 
tion of extraordinary men’s lives? 
What insurable value attaches to the 
promise of youth or the wisdom of age? 
What is the insurable value of Thomas 
A. Edison, Henry Ford, Haley Fiske, 
Charles M. Schwab, Herbert Hoover? 
What is the aggregate insurable value 
of the human lives in New York, De- 
troit, Chicago or Des Moines? These 
are a few problems for solution by 
some actuarial society with the assist- 
ance of whatever scientists they can 
induce to collaborate with them. When 
the actuaries give their answer, the 
companies will begin to understand 
how to measure their need of advertis- 
ing and selling, the potent twin factors 


Stabilizing Service 
RESTRICTIONS 


Life Insurance Funds Flow Where 
Needed and Over-Regulation Has 
Harmful Effect 


WHY HAMPER 


Massey Wilson, president of the Inter. 
national Life of St. Louis, in addressing 
the convention on the distribution of life 
insurance assets, told of the great con 
structive force of these funds in building 
up the country. Ilis address follows: 

The assets of American life insurance 
companies—a hugh gyroscopic fund that 
shapes with each revolution the course 
of national finance—form a background 
for the industrial history of modern 
America. 

This thought, however pretentious, 
was spontaneous and insistent at the 
first approach to the subject of the dis- 
tribution of life insurance assets. Re- 
flection has changed the impression into 
a cenviction, sobering with a sense of 
the responsibility entailed, but pleasant 
in the realization that the power of this 
vast capital must of necessity be em- 
ployed constructively. 

The dam that impounds nine billions 
of dollars in a reservoir of life ingsur- 
ance assets is at once the valve of 
safety through which golden streams 
course throughout the industrial arter- 
ies of the nation; it treasures the life- 
giving fluid in freshet time only to vital- 
ize the arid areas in time of drouth. 

Nine billions of dollars of assets— 
American dollars established on a free 


of business promotion 
ment. 


and develop- 


Selling By Service 

Advertising is self-assertion. With 
the first full breath, the infant begins 
to advertise its needs and it gets results 
twenty-four hours of the day. Need 
and supply must meet to satisfy 
demand. Advertising is necessary, nat- 
ural, instinctive. It is announcing fact, 
truth, need. Infancy is the most self- 
assertive period of life because the 
inside needs are greatest with the least 
ability to supply them without outside 
help. Advertising is the call for out- 
side help so that ability may grow. The 
power to grow is life, and life is self- 


assertion. Advertising is the first law 
of nature; also it is the first law of 
business. Nothing in business is more 


necessary, more important, more essen- 
tial. 

Here are the theses: 

Advertising is selling. 
Selling is serving. 

Serving is satisfying. 
Satisfying is buying. 
Buying is advertising. 

Advertising is selling by serving and 
satisfying the wants and needs of both 
the seller and buyer, and the buyer be 
comes the best advertiser for the seller. 

Competition is not the life of trade, 
for it leads to death if carried to its 
logical conclusion. Co-operation is the 
life of trade; it seeks the fair bargain, 
the equitable trade good for all alike. 
It is trade peace construction. It rec 
ognizes that the whole is greater than 
any part, that the institution is greater 
than any company. 

Co-operative advertising helps to 
bridge the gap between need and sup 
ply, between buyer and seller; and, 
when the gap is closed, they merge into 
oneness through mutual satisfaction. 
When such advertising so focuses public 
attention on the service and satisfaction 
of life insurance to the people that it 
becomes highly esteemed as an honor: 
able, useful and profitable business 
worthy of the efforts of the best men 
as a life work, there is every reason to 
believe that enough agents of the right 
type will be found to supply the needs 
of all of the people and of all of the 
companies. 
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gold movement basis and quoted at a 
premium the world over! 

Such. a fund, strongly stored as it is 
and redolent of the human energies and 
thrift locked up in the 50,000,000 and 


‘more outstanding policies of the Ameri- 


can life companies, is the stabilizing 
financial factor of the Nation. It func- 
tions in sharp contrast with the move- 
ments of other great national funds. 

The twelve United States Federal Re- 
serve Banks now hold gold reserves far 
in excess Of legal requirements. Rang- 
the reserves have 
almost doubled in the last three years. 
The gold hoard in that period increased 
by $1,000,000,000 and now amounts to 
one-third of the monetary gold of the 
world. 

With the United Kingdom and the 
United States both on an unrestricted 
gold basis, our bank reserve percentage 
more than triples that of the Bank of 
England, which, it should be fairly re- 
marked, has always been able safely to 
lend out gold of a creditor nation for 
trade stimulation. Recourse must be 
had to a multiplication table to compare 
American monetary gold resources with 
those of less fortunate nations where a 
genuine foundation for currency has 
passed temporarily into tradition and 
where the American dollar is the pres- 
ent commercial medium of exchange. 


A Towering Financial Structure 

But this towering American financial 
structure rests on a gold bullion base 
of just $3,000,000,000—and they say 
that one-third of those three billions will 
be withdrawn by its actual European 
owners, With entire safety to the United 
States, when confidence reasserts itself 
abroad. 

Three billion dollars of gold, with one 
of those billions poised for flight, is 
the coin and bullion foundation of what 
may now be considered a financial sup- 





‘ $9,000,000,000 of credit, 


er-nation, and yet we appraise American 
life insurance assets alone at nine bil- 
ions of valid American dollars. 

Here we have, of course, only one 
phase of national credit structure. But 
‘M appropriation by life insurance of 
lodged on a 
foundation of $3,000,000,000 of gold, 
speaks eloquently for the commanding 
position of life insurance assets. 

The thought that the responsibilities 
of such a vast trust involve sordid con- 
siderations alone vanishes upon the 
suggestion that there is scarcely a 
human impulse in our scheme of civili- 
zation that is unrelated to finance. Not 
4 wheel may turn, not a family may 
hold happily as a unit, not a religious 
body may function in narmony with the 
requirements of our modern social life 
without guarantee of integrity for a 
financial system that draws much of its 
Vitality today from life insurance. 

Now what of the integrity of our 
financial system? I have referred to the 
Federal reserve scheme, imperfect but 
constantly improving and fundamentally 
sound. Designed more than anything 
else to prevent money panics, the Fed- 
eral reserve banks respond more or less 
artificially to current business require- 
ments. It would be a mistake to say 
that those banks are independent of the 
long movements of supply and demand 
but in the very purpose of its creation 
the Federal reserve system is elastic. 
It is that elasticity which has served 
the nation in a crisis, but which holds 
potential danger, as witness recent 
utterances by the American bankers to 
‘rouse the Nation to a presage of ruin 
~that is the word they used—that 
Would follow the seizure of our Federal 
reserve System by politicians. 

_ Nine billions of dollars of life insur- 
‘nce assets, tripling in volume in fifteen 
‘ears and responding always to the true 
md of supply and demand, project 
Hemselves solidly into the permanent 
“xture of finance. And during sixty 
‘eee of accumulation the companies 
ine paid Out another $11,000,000,000, 
‘ 7 is still privately retained in large 
4 by policyholders and beneficiaries 
pit — of the national working 
be al. The accumulation is impressive 

Cause much of the total of $20,000,- 








000,000 accounted tor with singular in- 
tegrily by the lile companies during two 
Zeueralions 1S Capital LOW Working tor 
audustrial development. It 1s Capital 
Which would have veen dissipated Lrivo- 
lously had not lite insurance, with 1ts 
great array OL militant solicitors, pro- 
moted 1ts unique appeal and exclusive 
luciulities tor popular savings. 
What Great Fund Stands For 

As the Federal reserve system has 
been ellective to check the more vV10o- 
lent swings of the pendulum in ordi- 
hary business cycles, these huge popu- 
lar savings, distributed widely as ule 
insurance assets, have Maintained their 
naturally stabilizing position Over pe- 
riods Measured by decades and genera- 
tions. 

it 1s not the mere size of life insur- 
ance assets With which 1 would impress 
you. ‘the sum total after all seems 
iractional Compared with a national 
wealth of $3vU,UU0,0UU,0UU as ascertained 
recently by the Bureau of Census of the 
Department of Commerce at Washing- 
ton. It is the solid niche occupied by 
these billions of securilies wilhdrawn 
by life insurance compames irom the 
temporary eddies ol finance to which 1 
would call your attention. 

Three hundred billions of dollars of 
national wealth meaus largely the po- 
tential value of property and natural 
resources under our modern credit sys- 
tem. ‘Those are imposing figures as 
contrasted with $38,VvU,v00,00U ol gold 
reserve, and in like manner they lose 
much of their significance in contrast 
with the closer contact to the gold base 
enjoyed by life insurance assets in vir- 
tue of the definitive and underlying 
character of the securities. Such assets, 
rather than the potential wealth of the 
country, have a preponderating influ- 
ence on net available credit and the 
interest rates. Germany, naturally one 
of the richest countries in the world in 


property and physical resources, con- 
ceives itself to be in grave difliculty 
when faced with payment tor repara- 


tions in gold obligations approximating 
in amount the combined assets of Amer- 
ican life insurance companies. The 
United States would find its credit 
structure shaken by sudden dislodgment 
of lite insurance assets. 

Happily the power vested in life in- 
surance assets is devoid of menace. It 
is the power of capital that represents 
largely the thrift and stored-up labor of 
the Nation. The direction of such 
power is normally and inevitably lim- 
ited to the promotion of further thrift 
and more stored-up labor. 

The thrift and labors of more than 
half the population of this country have 
piled up the vast life funds that rotate 
and return constantly into the stream 
of American life, growing persistently 
in storage only to confer ever increas- 
ing stimulus to the thrift of the com- 
munity. 

But these funds revolve slowly and 
thus tend to steady the volatile tides 
of commercial life. Each of the many 
millions of Americans contributing to 
the maintenance and growth of the 
huge revolving fund enters into a pro- 
tective savings contract for life—often 
the span of two generations is the time 
measure of the contract. 

Unlike the commercial banker or the 
usual lender, the life insurance execu- 
tive is called on to shape his course for 
a long voyage, but over seas carefully 
charted and in craft sufficiently steady 
to defy temporary waves of economic 
disturbance. In his consideration of se- 
curities for investment funds he faces 
these three distinctive elements: 

1. Security. 

2. Interest rates. 

3. Marketability. 

The companies of course carry suffi- 
cient cash and liquid assets to meet an 
emergency and to that extent the ele- 
ment of marketability enters in the 
purchase of investment securities. 

The marvelous persistence of insur- 
ance with the continuous influx of pre- 
mium in the face of any disaster 
reduces the safe requirement for liquid 


assets far below the ordinary require- 
ments of other financial institutions. 
The life insurance executive is able in 
his major investment policy to disre- 
gard marketability where in exchange 
he secures higher interest earnings for 
his trust without sacrifice of security. 
Lite insurance funds are safely im- 
pounded over great periods of time, 
earning in accordance with the broad 
swings of national progress and in the 
very safety of their position affording 
security also and stability to the whole 
edifice of American finance and na- 
tional welfare. 


Unique Place of Insurance 

Thus, life insurance companies have 
a unique place in the investment 
world. ‘They are the only large in- 
vestors able and preferring to retire 
from the market long time securities. 
Banks must keep their funds fluid. In- 
surance companies should not and do 
not. The two institutional types, there- 
fore, are complementary and argue for 
their mutual growth side by side over 
the country. 

As to territorial distribution of assets 
it is too early for the statisticians to 
furnish completed figures for the calen- 
dar year 1922, but more significance will 
attach to trends described over decades 
or longer periods. These figures show 
territorial distribution during the decade 
ended December 31, 1921, by ratio of 
investments of life insurance companies 
to their reserves: Investments de- 
creased from 56% to 51% in the New 
Kngland States, from 121% to 84% in 
the Middle Atlantic States, from 114% 
to 94% in the Central Northern States. 
Other regions enjoyed the following in- 
creases: South Atlantic States from 
117% to 147%, Gulf and Mississippi Val- 
ley States from 107% to 143%, South- 


western States from 172% to 178%, 
Northwestern States from 251% to 


285%. The Pacific group shows a de- 
crease in ratio from 137% to 122%, but 
investments were increased in dollars 
in that territory from $218,000,000 to 
$458,000,000. 

Of the eight groups mentioned, only 
three have a percentage of investment 
less than the reserve, and these groups 
are situated in the thickly populated 
parts of the country—New England, 
Middle Atlantic and North Central 
States. The highest proportion of in- 
vestments to the amount of business in 
any one section is shown in the North- 
western States, where the ratio is 
nearly three to one. The next highest 
is in the Southwestern States, where 
the proportion is nearly two to one. 

Thus, life insurance funds, unfettered 
except by sporadic state legislation, 
gravitate from the populous states, 
where capital is cheap, to the frontiers 
where the need of capital for develop- 
ment is most urgent. 


The investment of life insurance 
funds is coincident with the railway 
growth. As far back as the year 1860 


there was 30,625 miles of railway track- 
age in the United States. The nine- 
teen life insurance companies reporting 
to the Massachusetts Insurance Depart- 
ment, exhibited only $22,000,000 of 
assets. It was then that the railways 
were inpressing need of long time funds 
for frontier construction and the life 
companies more than any other single 
agency met the requirement. The two 
great pioneer enterprises hand in hand 
reclaimed vast Western empires and 
sent the United States coursing on the 
way that was to lead it to its present 
position of primacy among the nations. 

From 30,626 miles in 1860, the rail- 
roads increased to 253,620 in 1917, the 
year of maximum railroad mileage. 
American life insurance investment in 
railways has risen from $256,000 in 1860 
to $1,285,000,000 in 1921. 

Life insurance assets have had as 
much influence in the development of 
railways as they have had upon the 
agricultural interests brought to life by 
railway penetration and at this time life 
insurance has a vested interest in rail- 
ways so great that more than 50,000,000 
Americans, members of the life com- 
panies, are directly affected by the 


progress of the national railway system. 
‘rhey must be brought to realize the 
direct loss they will suffer, a loss talling 
on each of the 50,000,000 American men, 
women and children, if untoward influ- 
ences move the Congress and State Leg- 
islatures to throttle the further devel- 
opment and service of that great arte- 
rial system that normally replenishes 
waste and brings vigor and happiness 
to the whole national body. 


Flow With Supply and Demand. 

Real estate ownership has never fig- 
ured prominently in the distribution of 
life insurance funds, but these funds in 
the shape of mortgage loans have kept 
pace with the real estate development 
of the country. Just prior to the Civil 
War, mortgage loans constituted the 
majority ot assets of all life insurance 
companies, and at one time ran nearly 
60% of the total, while bonds then were 
9% ot the assets. During the Civil War 
funds of life insurance companies were 
heavily invested in government bonds. 
At that time we find mortgage loans re- 
duced to nearly 30% of total assets and 
government bonds advanced to 25%. 

Then mortgages regained their favor 
and rapidly advanced to more than 50% 
of total assets, but this period was fol- 
lowed by gradual readjustment until 
1906, when mortgage loans had been re- 
duced again to 27% and bonds and 
stocks increased to more than 51%. It 
was the remarkable railway expansion 
that brought about this readjustment. 
More than 75% ot our railroads were 
constructed and more than 75% of their 
capital was contributed during the pe- 
riod from 1870 to 1910. 

History repeated itself when during 
the recent World War the insurance 
companies increased their holdings of 
United States Government bonds, 
amounting to $238,000,000 in 1911 to 
$1,406,000,000 in 1921, but the trend of 
investment has returned to railways 
and real estate mortgages. 

Investors have experienced difficulty 
in the last few years, as in 1873, with 
farm loans. Today the farmer is in one 
of his periods of distress, but the up- 
turn is at hand and without the baneful 
effect of legislative nostrums, the law 
of supply and demand is gradually 
bringing tue farmer back into his own, 
because his business after all is the 
backbone of our industrial advance- 
ment. 

With a scarcity of statistics covering 
the last eighteen months, it cannot be 
positively stated, but it seems to me 
that the life companies, with the return 
of the railways from governmental con- 
trol, have been purchasing bonds in re- 
sponse to the demand of those corpora- 
tions for funds for rehabilitation. The 
life companies also have been turning 
somewhat to municipal bonds and city 
real estate mortgages in preference to 
farm loans. The present tendency to 
slightly diminish farm mortgage invest- 
ments is not due so much to rural de- 
pression as it is to the paternalistic 
interest of the Government, expressed 
through Federal land banks and joint 
stock land banks—institutions which, if 
we may rely upon our leading mortgage 
loan men, have often benefitted farm 
land speculation as much as farming. 

It will be seen from the varying 
trends that life insurance funds inevit- 
ably flow to the natural levels created 
by the immutable law of supply and 
demand and it is that vantage point to 
which we must cling. We cling to it for 
the healthy development of our enter- 
prise and in so doing we give greater 
stability to the financial markets. When 
income surtaxes are sending rich indi- 
vidual investors into tax-exempt secur- 
ities, sharply depressing the market on 
capital securities and corporation bonds, 
the insurance companies, taxed broadly 
on a basis of gains rather than on char- 
acter of revenue, act as a sustaining in- 
fluence for corporation bonds, and in- 
directly for capital issues. 

Taking proper credit to ourselves for 
war-time purchase of liberty loan bonds 
from the Government at par, we must 
recognize such course as having been 
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patriotic rather than affording immedi- 
ate advantage to the companies. 

But with the war ended, we find the 
insurance companies again in a free 
market. Government bonds at 80% of 
their price o1 issue constituted an at- 
tractive investment and the insurance 
companies were among the largest pur- 
chasers. In fulfilling their ordinary 
functions the companies helped the 
Government to stem the decline and 
more than any other private interest 
the life insurance companies brought 
forward the impetus that sent United 
States Government securities on their 
rapid rise to normalcy. 


The flow of life funds into Federal 
securities ceased abruptly when the 
price level rose. It was then that the 


housing shortage sent eyes turning to 
the life insurance companies for relief, 
and relief was afforded. All the nebu- 
lous legislation advocated to coerce the 
companies fell flat, as it inevitably will 
when duress is applied to trust funds, 
but the cry for housing came at a time 
of plethora of funds seeking new invest- 
ment fields. 


Would Remove Restrictions 

I detract nothing of the praise due 
company managers for leaning with hu- 
manitarian motives toward maximum 
constructive measures when I maintain 
that not a penny of insurance trust 
funds would have found its way into 
housing rehabilitation under the urge of 
propaganda for compulsory legislation. 
There were millions available at once 
for relief of a serious social problem 
when it could be approached soundly. 
Left to its own free devices for seeking 
fair interest rates and good security on 
an open market, life insurance of neces- 
sity must ever devote its funds to most 
pressing requirements of the Nation. 

It is my judgment that most, if not 
all, legal restrictions should be taken 
off life insurance investments. No leg- 
islative body or regulatory authority is 
in position to understand the changing 
investment requirements so well as the 
executive charged with that responsibil- 
ity. The very atmosphere in which 
governing functionaries live is political, 


exotic and blighting to health growth 
when the extreme of paternalism is 
reached. The fascinating idea of hav- 


ing all business systematized and regu- 
lated from above is delusive. 

There is ample international prece- 
dent to demonstrate the maximum 
safety to the public where publication 
of investments in detail is substituted 
for the abridgements set up by ana- 
echronistic statutes and _ paternalistic 
surveillance, which can never immedi- 
ately gauge the changing investment 
position. 

The life insurance companies ought 
to have the right to make foreign in- 
vestments, such as national and state 
bonds and good underlying railway and 
industrial securities, especially where 
such securities are dealt with on the 
metropolitan exchanges of the world. 
The rapid growth of insurance funds is 
going to force this freedom, but a long 
and tortuous legislative process lies 
spread out before us before such free- 
dom will be won. 

And yet we in our institutions have 
relative freedom of action as compared 
with the orgy of regulation endured 
somehow by the great railway and in- 
dustrial systems. Such immunity must 
be maintained and strengthened if we 
would advance the usefulness of Ameri- 
san life insurance institutions. Such 
position the lawmakers must safeguard 
if they would maintain free markets for 
the vigorous pulsation of industry and 
commerce. 


Legislative Bars 

There is a legislative bar varying in 
character in each state as to the class 
of securities legalized for life insurance 
investment. There are and have been 
isolated examples of legislation calcu- 
lated to compel companies to localize 
their investments. 

Once the sovereign State of New 
York compelled its life insurance com- 
panies to devote certain of their funds 


Dual Functions Of 
Life Insurance 


WITH 
Ways in Which They Are Dependent 
Upon Each Other; Their Common 
Trusteeship 
Walter W’. Ilead, president of the Oma- 
ha National Bank, the Omaha Trust Co. 
and also president of the American Bank- 
ers’ Association, addressed the Convention 
on “Life Insurance and Banking” as two 
agencies for service. Ilis address in full 

follows: 

Life insurance has two functions. 
Primarily it guarantees to those who 
are dependent upon the insured at least 
a part of the economic value of his life. 
As a secondary purpose, it constitutes 
a form of investment. 

In its principal aspect, life insurance 
involves the transfer of the liability of 
the individual’s risk of death to a large 
number. Life insurance recognizes the 
fact that the average life is a relatively 
fixed period, subject to definite calcula- 
tion, but that each individual life is un- 
certain, defying exact definition. 

As an investment—its secondary func- 
tion—life insurance retains always its 
regard for the emergency or uncertain 
factor. Life insurance constitutes an 
investment designed not for the ordi- 
nary purposes or to meet the expected 
needs of a life-time, but to form a spe- 
cial reserve to protect the insured 
against unforeseen contingencies. 

Life insurance qualifies itself in its 
investment aspect in two ways. Endow- 
ment policies provide for payment of 
the principal sum at the expiration of 
a fixed number of years, even though 
the insured may live beyond the period. 
In addition, insurance policies have a 
loan value which permits the insured to 
borrow against the policy. 

This represents the true functions of 
life insurance. Life insurance is not 
a system of saving, primarily, although 
it encourages saving and depends upon 
saving. Life insurance is the purchase 
on the part of one individual, of an in- 
terest in the savings of a large num- 
ber, the individual’s profit depending 
principally upon the altogether uncer- 
tain element of the length of his own 
life. He may make use of the loan 
value of the insurance policy but when 
he does, it is to meet an emergency. 
This is not his primary purpose when 
he buys insurance. 

We must never fail to recognize that 
the principal purpose of insurance is 
protection against contingencies not 
definitely ascertainable. Life insurance 


COMPARED BANKING 


to mortgages on real estate of the 


Empire State. That evoked complaint 
from less favored commonwealths and 
the law was modified. The sovereign 
State of Texas has more recently ex- 
pressed its notion of compulsion by 
requiring such companies as are willing 
to function within its borders to invest 
certain funds in securities of the Lone 
Star State. Massachusetts long ago 
adopted a liberal policy regarding legal 
regulation of investments and its insur- 
ance companies prospered and strength- 
ened in consequence. 

My own adopted State was almost 
broken on the wheel of monstrous legis- 
lation when nearly forty years ago it 
wrought severe restrictions upon for- 
eign corporations lending money in 
Missouri. Life companies quit lending 
in the State and the farmer, who had 
been paying 6% on mortgage loans, had 
to pay double that rate of interest 
before the law was repealed fifteen 
years later, and the 6% rate restored. 

Both rural Missouri and the metro- 
politan districts, so largely dependent 
on the agrarian situation, have only in 
recent years entirely thrown off the 
effect of the former dearth of capital. 

By our system of experimental legis- 
lation by the several States, we are 
fortunately saved from economic vio- 


endeavors to safeguard against uncer- 
tainties; banking endeavors always to 
realize upon certainties. Each in some 
degree at times exercises functions 
which are particularly in the province 
of the other, but fundamentally the dis- 
tinction stands throughout their entire 
operation. 

The fact that the two have funda- 
mentally different purposes does not, 
however, arouse any antagonism of in- 
terest. Rather, the contrary is true. 
Insurance and banking supplement each 
other; each supports and strengthens 
the other. 


Dependent on Each Other 


With each succeeding year banks and 
trust companies are increasingly de- 
pendent upon life insurance companies 
and insurance companies are increasing- 
ly dependent on banks and trust com- 
panies. The bank loans money to its 
customers. It determines the credit of 
the prospective borrower by considering 
his character and ability no less than 
the collateral which he offers as secur- 
ity. If the borrower dies, his character 
and ability no longer are assets sup- 
porting his note to the bank. Life in- 
surance becomes the safeguard against 
such a contingency. Its use protects 
the bank or other creditors against the 


possibility of the death of the indi- 
vidual in whom they repose trust. 
The insurance company, on_ the 


other hand, collects vast sums as pre- 
miums from the individuals whom it 
insures. These receipts form the fund 
out of which it pays the principal sums 
due the insured or his beneficiaries 
when the policies mature. Unless the 
company’s condition remains stationary 
or declines—which, be it said to their 
credit, is true of few life insurance com- 
panies—large funds accumulate as a re- 
serve against the time when the prin- 
cipal sums become due. These funds 
must be invested and the insurance 
companies find that banks and trust 
companies are invaluable aids in secur- 
ing safe investment opportunities. 

These constitute the two outstanding 
features of the relationship between 
banking institutions and insurance com- 
panies. It is a relationship steadily in- 
creasing, both in the amounts involved 
and the strength of the bond between 
them. 

This year, I am informed, the total 
amount of new life insurance written 
by companies doing business in the 
United States will total over 10 billion 
dollars. That amount is as much as the 
entire amount in force in tnis country 
twenty years ago. In 1880, there were 
less than one million life insurance poli- 
cies outstanding in the United States, 
with only one and one-half billion dol- 
lars of insurance in force. ‘Tine amount 


lence that might easily attend radical 
national legislation. Out of respect, I 
hesitate to take issue with the wisdom 
of any State lawmaking body that seeks 
by empirical legislation to define the 
character of life insurance investments 
or otherwise to interfere with the free 
flow of funds. 

But as for myself, I am not so much 
impressed with the exact class of secur- 
ities, which for the moment may seem 
to some lawmakers to be best adapted 
to the requirements of life insurance. 
Nor am I so much concerned as to the 
geographical origin of the securities. 
The company managers can be trusted 
for reasons of obvious business policy 
to make investments with due regard 
to the geographical source of premiums. 

I prefer to applaud the life insurance 
credit structure that is. erected on a 
foundation of publicity, confidence and a 
gravitating flux of funds from one end 
of the country to the other. 

Indeed, in the modern close weave of 
international finance, it is my view that 
the funds we represent should in some 
measure be joined with other funds of 
our great creditor nation when they 
surge as they must beyond our own na- 
tional confined to quicken the wavering 
stalks of industry throughout the 
world, 


of insurance in force doubled or more 
than doubled with each decade and the 





number of policy-holders increased in 
even higher ratio. In 1920, including 
fraternal associations, there were oye 
65 million policies outstanding, with 
over 50 billion dollars of insurance in 
force. The total in force today exceeds 


70 billion dollars. 
These figures are known to all of 
you. I recite them merely in order 


that, as a banker, I may be recorded| 
as paying tribute to the wonderful aq! 
vancement of life insurance in the lag 
thirty years. It is a tribute to the jp. 
surance executives who have conceived 
the possibilit:es of life insurance ag q| 
great economic and social force, but , 
tribute even more deserved by the jp. 
surance salesmen—the men in the fieli 
who have convinced the individual pur 
chasers that insurance has merit. 0p. 
posed by indifference and prejudice 
sometimes rebuffed, these men_ have 
gone up and down the highways anj 
byways, bringing home to their felloy. 
men the realization of their duty to their 
dependents. Upon them is the duty o/ 
spreading the word—not only spreading 
it afar but spreading it accurately, jy 
telligently, with full realization that 
their service is not measured by con: 
missions but by the exact degree jp 
which they meet the needs of their cys. 
tomers. Providing the protection most 
needed by each particular individual js 
the only worth while goal of an ingsuy 
ance salesman; zeal directed to an 


other end is unworthy of the idea 
which insurance inspires. 
The banker who does not recogniy 


the importance of this great institution 
who does not realize its community 9j 
interest with his ‘own business, igs jp 
deed blind to one of the great construc 
tive agencies for the advancemnt of his 
community and his country. 


Both Are Trustees 





In the case of both banks and insur 
ance companies, the relation to one’s 
customers is in the nature of a sacred! 
trust. No other business has this ele-! 
ment in such a degree. In no other 
business does incompetency or dishon 
esty bring such widespread disaster 
When a bank or insurance company 
fails, it is not a question merely of loss 
to stockholders. It is not merely thai 
losses are sustained by ordinary com 
mercial creditors—men accustomed ti 
the risks of business and able to exer 
cise due precautions in their own be 
half. When a bank or insurance com 
pany is mismanaged—-when its fund 
are misused—the principal burden fall: 
upon the policy-holders or depositor 
who, with every confidence, have place! 
their money in the hands of men upoi 
whom they depend for the future pr 


tection of themselves, their busines: 
and their families. 
The man or woman who deposils 


money in a bank expects the interes! 
which is paid on a savings or a time 
deposit, but the principal service ¢ 
sired and demanded is safety. Likewis 
the holder of an insurance policy maj 
enjoy the benefits of cash surrender 0 
loan values, but the chief requiremel! 
is absolute protection of the busines 
or individuals dependent upon the i! 
sured—the certainty that these wil 
behefit in exact fulfillment of the prom 
ise made by the insurance compa! 
when the policy is purchased. ; 

As executives of banks and life !! 
surance companies recognize and al 
here to the absolute pre-eminence of thi 
duty, they are worthy of the trust 1! 
posed in them. Disregard of it leads 
to speculation and misappropriation 
the funds held by them as a trust 
and then they disgrace themselves 
the eyes of God no less than in the 
eyes of man, for they violate the cote 
of Christian ethics as well as man-mat? 
laws. It is to the credit of the me 
engaged in these activities that !f 
prove recreant to the trust. por 

This ideal of absolute integrity is” 
ideal common to banks, trust comp 
nies and life insurance companies. M0 
and more, they find other ties, incréé 
ing in strength and in the amounts * 
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volved, as I have already briefly indi- 
cated. 

The first test applied to the appli- 
cant for a bank loan is the test of Char- 
acter. IS he honest? Is he competent? 
Is he diligent? In each case, the pos- 
session of life insurance helps to an- 
swer the question. The banker knows, 
from long experience, that the man 
who is intellectually honest will not 
fail to provide for the protection of his 
family; he will have purchased life in- 
surance. The man who cares naught 
about protecting his family is not apt 


to care much about protecting his 
panker. Possession of a life insurance 


policy does not, of course, constitute a 
guarantee of honesty but lack of it cer- 
tainly raises a doubt in the banker’s 
mind as to the borrower’s willingness 
io consider the interests of others who 
are dependent upon him—either in fam- 
ily affairs or in business. Every man 
who thinks clearly recognizes the ne- 
cessity for reasonable protection of his 
family in case of his death; therefore 
possession of adequate life insurance 
gives some indication of the mental ca- 
pacity of the prospective borrower. The 
man who fails to take out sufficient life 
insurance to protect his dependents 

within the limit of his ability—is not 
properly analyzing his own affairs; he 
is not “thinking through” his own finan- 
cial problems. In addition, the man 
who carries life insurance over a period 
of years must be accorded credit for 


persistence and diligence in setting 
aside the fund necessary to pay the 
premiums. He gives proof not merely 


of a sudden inspiration but of a steady 
insistent desire to set aside a part of 
his earnings each year for the service 
of others—his family or his creditors. 

Possession of life insurance gives 
some indication of the borrower’s recog- 
nition of his obligation to others, some 
indication of his ability to think clearly, 
some indication of his diligence. 

It is idle to pretend that possession 
of a life insurance policy is a guarantee 
of character. It is equally idle, how- 
ever, to deny that it is an essential 
factor. The possession of a life insur- 
ance policy is a prima facie endorse- 
ment of character more potent than the 
mere listing of one’s name on the 
membership roll of a lodge or a church; 
it is more effective than a well-tailored 
suit or a trim haircut. It affords a 
glimpse of the interior of a man’s men- 
tal processes, which after all is the im- 
portant thing. 

Protecting Loans 

There are other more definite 
tionships. Protection of business—in- 
cluding loans made by banks—has be- 
come a function of life insurance in re- 
cent years. This has been accomplished 
by insurance upon the lives of the men 
responsible for the policies or operation 
of the industry affected. It is this class 
of insurance which has made this year 
—1923—a year in the writing 


rela- 


~a banner 
of insurance policies. 

As business becomes more intricate 
and more far-reaching, more dependent 
upon accumulated inter-relations and 
affected to a greater extent by happen- 
ings throughout the world, the success 
ofa given enterprise depends upon some 
one individual or group of individuals. 
Never before has management— the 
character and ability of the men at the 
head of an institution—meant so much. 
A successful executive today must know 
not merely the production methods and 
the sales field of his own business; he 
must know how to deal with labor, how 
to deal with government, how to dis- 
count the influence of a myriad of fac- 
tors, including world economics and 
World politics. The’ four former essen- 
tials of any business—capital, labor, raw 
materials, market—now ‘have a fifth: 
Management. 

This means that bankers, in financ- 
ing a business, must pay particular at- 
tention to the question of what may 
happen to their securiiy if the manage- 
Ment is altered by death. The question 
IS answered by insuring the life of the 
Managing official or officials in favor of 
the business or those dependent upon 
It. The extent to which that is neces- 


sary depends upon the nature and size 
of the business and the quality of its 
leadership. Realization of its impor- 
tance has added a new qualification to 
those required of business executives: 
The individual should not only be a 
capable executive, but he should be an 
acceptable insurance risk. 

Capital, as well as management, by 
means of life insurance, may well afford 
to protect the business in which it is 
invested. Inheritance taxes are an in- 
creasingly popular form of raising rev- 
enue for public purposes. They weigh 
heavily upon large estates. The pay- 
ment—in cash, as the government re- 
quires—may mean the serious embar- 
rassment of the business. In addition 
to protection against loss of manage- 
ment, the banker therefore has reason 
to inquire into the extent to which the 
prospective borrower has insured the 
continued and unimpaired supply of 
capital with which to conduct his busi- 
ness after his own death. 

As I have already pointed out, the 
conduct of a bank is based fundamen- 
tally upon the realization of certainties; 
life insurance is protection against un- 
certainty. In making a loan, the banker 
depends upon life insurance to protect 
him—and the depesitors whose money 
he is loaning—against uncertainties. He 
makes use of life insurance, in its true 
function—that of removing uncertain- 
ties, in order that he may keep nis own 
business within its proper bounds, deal- 
ing in relative certainties. 

Loan Values 

The loan values of life insurance poli- 

cies furnish a further source of co-op- 


eration with banks in matters of fi- 
nance. Investment of capital, either 
through stock ownership or through 


loans, constitutes the use of funds accu- 
mulated from the profits and the sav- 
ings of the past. In time of emer- 
gency these may not be sufficient. Then 
it is that life insurance may be used 
to furnish emergency capital—not by 
using the accumulation of the past but 
by drawing upon the reserves set aside 
for the future. 

In periods of economic depression like 
that of 1920, 1921 and 1922, many men 
were saved from certain financial ruin 
by the loan values of life insurance poli- 
cies. Insurance loans were, to them, 
the “last straw” which prevented their 
sinking. 

Permit me, however, to sound a warn- 
ing note against the too ready use of 
the surrender and loan values of life in- 
surance policies. It may be said that, 
as a banker, I am interested in the re- 
lease of life insurance reserves for pur- 
poses of active commerce and industry. 
But, as a citizen vitally interested in 
the underlying stability of our economic 
and social problems, I am most earnest- 
ly desirous that these reserves be main- 
tained for the purpose for which tney 
are created—the protection of the fam- 
ily or business of the insured in case of 
his death—that they be used only for 
other purposes as a last resort. Life 
insurance has a social as well as an 
economic and financial aspect. With 
some exceptions, it is safe to assume 
that no man carries more insurance 
than his family or his business would 
require in case of his death. His pur- 
pose, when he buys insurance, is to as- 
sure that protection. When he borrows 
upon his policy, he reduces the protec- 
tion. There are times when this action 
is justified, times when an insurance 
loan may save a much larger invest- 
ment. But it is a serious matter, to be 
undertaken only in grave emergency 
and for a purpose unquestionably justi- 
fied. There is an essential difference 
between the making of profits in every- 
day business and the creation of a fund 
for future protection. The man who 
disregards that  distinction—without 
complete and thorough justification—is 
not serving well either himself or his 
community. 

Co-Operation in Investments 

Insurance aids banking by safeguard- 
ing business. On the other hand banks 
and trust companies are of service to 
the insurance companies in connection 
with the accumulated insurance re- 


serves, which now reach tremendous to- 
tals. Tne investment of these funds 
has been a problem of increasing im- 
portance and intricacy. Banks and trust 
companies, equipped in organization and 
by years of experience, have been and 
are able to give substantial assistance 
in its solution. 

Life insurance reserves have grown to 
such tremendous amounts in recent 
years that no one field of investment 
can afford an adequate outlet, consistent 
with requirements of safety and contin- 
uous investment opportunity. Insurance 
companies for many years invested 
heavily in municipal bonds and in rail- 
road securities of the higher grades. As 
their resources grew, they turned in- 
creasing attention to real estate mort- 
gages and today they are second only 
to the farm land banks in their impor- 
tance as mortgage investors. 

The great companies which have 
their headquarters in New York City 
were and are able to purchase corporate 
bonds upon their own judgment, al- 
though frequently they seek advice of 
banking and investment houses. The 
companies established in other states 
which, in the aggregate, comprise a 
great part of the total of life insurance 
activity, have not enjoyed such close 
touch with the investment market and 
consequently have generally found it to 
their advantage to deal with investment 
banks and trust companies. Banks and 
trust companies which have been of 
such service are proud of the oppor- 
tunity that has been afforded them to 
co-operate with the great institution of 
life insurance. 

In the real estate mortgage field, the 
investment banker has been an essen- 
tial ally of the insurance company. It 
is possible but it is not economical or 
practicable for an insurance company to 
operate its own mortgage investment 
department, to make its own loans di- 
rect to the farmers, to make its own 
appraisal of the land to be mortgaged. 
The investment bankers deal in such se- 
curities not only for one insurance com- 
pany but for a great clientele. The in- 
vestment banker in each particular ter- 
ritory is able, economically, to main- 
tain a sufficient force of capable inspec- 
tors in the field. They are in touch 
with local conditions and are able to 
arrange loans more advantageously than 
would otherwise be the case. Further- 
more, as a group, they cover a far wider 
field than that reached by a single in- 
surance company and do it more inten- 
sively. The insurance company can 
draw upon their combined experience 
and judgment. It is the advantage of 
what manufacturers term “volume pro- 
duction.” 

This mortgage investment relationship 
provides mutual benefits. The insur- 
ance companies need the investment 
bankers as agents to loan money. The 
banks are able to serve their commu- 
nities all the better because they have 
access to the great store of insurance 
funds. The combination has made it 
possible for the whole country to bene- 
fit from these great investment re- 
sources instead of having the benefit re- 
stricted in communities closely in touch 
with the home offices of insurance com- 
panies. One result of this relationship 
has been tnat the average banker looks 
with greater favor upon insurance. In- 
stead of seeing a steady flow of money 
out of his community, in the form of 
insurance premiums, he now sees also 
the money which comes back to the 
community in the form of mortgage 
loans and the payment of principal sums 
upon the death of the insured. 

Insurance Trusts 

Another still more recent develop- 
ment is the use of the trust companies 
as an agency for carrying out the wishes 
of insurance policy holders. Frequently, 
insurance funds are placed under the 
control of trust companies who admin- 
ister them for the benefit of the bene- 
ficiaries, in accordance with the direc- 
tion of the insured. In some cases, this 
has included the establishment of “com- 
munity trusts,” where large amounts 
have been set aside for public or char- 
itable purposes, the detail of adminis- 


tration being left to the judgment of the 
trust company. Trust companies also 
frequently become trustees for securi- 
ties or other property, under instruc- 
tions which provide that they use the 
income to pay insurance premiums. 
This plan has certain advantages in re- 
ducing income taxes and also makes 
certain that there will always be a fund 
sufficient to keep the insurance in force. 

In still another respect, there has 
been an increasing mutuality of inter- 
est between bankers and insurance com- 
panies. The bankers are concerned al- 
ways with the conduct of great corpor- 
ate enterprises, the prosperity of which 
affects materially the general business 
of the country. Insurance companies 
have become a very great factor in the 
financing of many of these concerns. 
As a unit they have been the largest 
single purchasers of high-grade bonds. 
The sound conservatism of their invest- 
ment policy has been so widely es- 
teemed that purchase by an insurance 
company has constituted a stamp of 
quality. Bankers and insurance com- 
panies therefore have a mutual interest 
in the conduct of these enterprises along 
lines which will insure their continued 
successful operation. 

Opportunity for Service 

The control of these vast investment 
funds gives the insurance companies a 
great opportunity for public service. 
Fundamentally, they hold the funds in 
trust for millions of individuals and 
their only interest, aside from the prime 
interest of safe investment, should be 
the interest of the policy holders which 
means—in view of the number of poli- 
cies written—the interest of the great 
body of citizens who make up the na- 
tion. Take the case of the railroads 
as an example. The insurance compa- 
nies hold hundreds of millions of dol- 
lars of railroad bonds. Insofar as they 
may influence the railroad policy or be 
concerned in it, they have no interest 
at stake except that the roads be oper- 
ated and financed in such a manner as 
to make their investment safe, and to 
satisfactorily serve the public. They 
can not—without being recreant to their 
trust—be parties to any manipulation 
for selfish purpose. Their duty is to 
represent the public at large and the 
source of their funds makes them inde- 
pendent of any other influence. 

In the determination of investments 

in deciding the extent to which they 
will invest money in certain fields—the 
insurance company executives have the 
power to exercise a great influence upon 
the development or prosperity of cer- 
tain sections of the country or certain 
lines of commerce and industry. It is a 
great opportunity and no other group of 
men controlling such large accumula- 
tions of capital, are equally free to act 
without regard to selfish interest but 
with sole regard to the interest of those 
for whom they are trustees. 

The insurance company executive, 
like the banker, has an opportunity to 
win for himself a high place of leader- 
ship by reason of the service which he 
renders. Won by service, such leader- 
ship possesses far greater influence and 
is far more permanent than leadership 
achieved by any other means. Men may 
follow a leader under compulsion, but 
the service they give him is not to be 
compared. with that which they render 
a leader whom they follow by their own 
choice because he, in turn, serves them. 

This is a time when intelligent, un- 
selfish leadership is the need of our 
country. We are drifting—drifting too 
far from established standards and with 
too little intelligent direction. With 
natural resources under our control, and 
subject to our use to a greater extent 
than ever before, with greater accumu- 
lated resources) of capital than ever be- 
fore, still we find a world sadly disor- 


ganized—politically, eronomically, so 
cially. We have passed through a pe 


riod of excessive speciation, a period 
when men’s an\bition seemed to be to 
seize everything, for himself, regardless 
of others. The climax was reached in 
the World Ware, when all fell victims 
(Continized on page 19) 
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Modern Home Office 
Building Equipment 


WHAT NEW __ IDEAS 


Office Planning and Management An 
Important Feature of Great Home 
Office Structure 


DEMAND 





Dr. Henry Wireman Cook, vice-presi- 
dent and medical director of the North- 
western National Life, presented a valu- 
able study on the subject of home office 
buildings, reproduced below, in which Ed- 
win HH. Brown, architect of Minneapolis, 
collaborated 

Within the past ten years, fifty new 
life insurance buildings have been 
erected or begun in the United States, 
and it seems probable that several times 
that number will be planned during the 
next decade. This unprecedented activ- 
ity is due to two reasons: 

Ist. The obvious one that the tre- 
mendous growth in the volume of life 
insurance written during the last decade 
and the one immediately preceding it, 
has required increased space; 

2d. Of even greater importance and 
interest—because there has been a com- 
plete revolution in the conception of 
office planning, equipment, and manage- 
ment, resulting in the demand for a 
different type of building, better adapt- 
ed to the more effective conduct of the 
business. 

The demands of office management as 
we know it today, and of modern per- 
sonnel work, are as inadequately met 
by the usual office building of two dec- 
ades ago as would the demands of mod- 
ern road transportation be met by the 
vehicles of that period. Prior to this 
new development, the activities of the 
life insurance oflice was usually con- 
ducted in what has become known as 
the old office building type, where from 
one to four or more cierks were located 
in small separate offices with solid par- 
titions between. Here supervision, con- 
secutive routing of work, all modern 
office planning, were either impossible 
or seriously handicapped. There was 


insuflicient ventilation, improper light- 
ing, and general inadequate provision 
for the welfare and interests of em- 
ployees. 


Development of Office Planning 

To follow the development of the 
new buildings, it is necessary to under- 
stand the changes which have come in 
these two directions: first in office plan- 
ning; and second, in personnel work. 

Office methods have been studied, 
standardized, and planned with a view 
to economy of time and effort, to pre- 
vent duplication and unnecessary steps, 
and to permit a given result to be ac- 
complished with the greatest prompt- 
ness and accuracy, and at less cost. 

Coincident with this progress in the 
work itself has come a new attitude to- 
ward the employee—an appreciation of 
the rights of the clerk to a liberal sal- 
ary commensurate with intelligent ap- 
plication, to shorter hours, ventilation, 
light, medical and nursing service, rec- 
reational facilities, educational opportu- 
nities, disability and life protection— 
and a realization of the returns to in- 
dustry in better and more economical 
work when this human factor is prop- 
erly recognized. 

This, with the development of office 
planning, requiring a new type of office, 
has come the necessity for a different 
site and a different building, so that 
the employee may have every advan- 
tage contributory to physical, mental, 
and moral vigor and growth. 

This is not the place to enter into de- 
tails of the science of office planning, 
but the designing of a modern office 
building for the use of a business em- 
ploying any considerable number of 
clerks should be approached only after 
thorough familiarity with the progress 
that has been made in office manage- 
ment during the last two decades. This 


has been covered in the works of Hopf, 
Galloway, Schmultze, Shefferman, Leff- 
ingwell, and others, and is being regu- 


larly portrayed and followed in such 
magazines as System, Management and 
Administration, Office Economist, and 
the reports of the American Manage- 
ment Association. 
The Factor of Overhead 

It can be definitely stated that an 
office planned without knowledge and 
application of the improvements offered 
by modern methods and mechanical la- 
bor-saving devices, is carrying an un- 


“necessary overhead burden of at least 


twenty-five per cent 
deal more. 

As these changes in the conception 
of proper office arrangement and equip- 
ment have come largely during two 
decades, and as, necessarily, change in 
building design and structure is a slow 
process, insurance offices during this 
period have shown all gradations of de- 
velopment. As new buildings could not 
be immediately acquired, changes in the 
old ones were demanded, and took the 
form of repeated removal of partitions 
and enlarging of unit office space so that 
better supervision and more effective 
routing and handling of the work could 
be obtained. There was less opportu- 
nity to make proper provision in the old 
buildings for personnel facilities, though 
many companies found space—more or 
less adequate—for cafeteria service, 
medical, education, and recreational fa- 
cilities. 

Fortunately, the tremendous and un- 
precedented growth of the business 
solved these difficulties by demanding 
new buildings and so affording the long- 
needed opportunity to not only provide 
more space, but space better planned 
to meet the new requirements of office 
management. Incidentally, the better- 
planned office often materially relieved 
the immediate pressure for more floor 
area, as it was found that the addi- 
tional work could be readily absorbed 
in less space and by fewer clerks, with 
effective planning and the use of me- 
chanical aids or substitutes such as the 
addressograph, the mailometer, the ditto 
machine, the mimeograpu, the photo- 
stat, the Hooven typewriter, and other 
duplicating devices, the dictaphone, the 
Ediphone, various calculating and add- 
ing machines, the Powers or Hollerith 
tabulating machines, ete. 

Thus we see that various factors have 
combined to make the present-day prob- 
lem of planning and designing a life 
insurance building a rare and interest- 
ing challenge to managerial, engineer- 
ing, and architectural talent. 

I do not feel that this triple responsi- 
bility for the success of a_ properly 
planned home office building can be 
over-emphasized. The company’s needs 
must be reviewed from the modern of- 
fice management point of view—both as 
to the demands of individual depart- 
ments and the company as a whole, 
and these requirements translated into 
a building by the best-informed engi- 
neering and architectural ability. The 
architect should make a careful study 
of the particular problems of his client, 
learn just how the business is trans- 
acted, acquaint himself with the routine, 


probably a great 





so that he may really help in the proper 
solution of the problem. He should be 
taken into the counsels of the officers 
and the building committee at all stages 
of the work—from the selection of the 
site to the decision as to how much 
money can be expended on the building, 
how much floor space will be required 
for each department, how each depart- 
ment shall be physically connected with 
the rest, proper location and provision 
for the multitudinous and varied ma- 
chines that are now in use. 

If this thorough and informed ap- 
proach to the building is not obtained, 
the results will be more or less hap- 
hazard, and fall far short of the ideal, 
of symmetrical, economical, and effec- 
tive management, housed adequately in 
a noble and inspiring artistic concep- 
tion. 


Some of the Fundamentals 

First, therefore, the office methods 
must be carefully studied and planned 
with a view to the best possible present 
management, and for future expansion. 
If the official staff of the company has 
not developed men interested in and 
capable of this work, the most econom- 
ical expenditure of money, will be de- 
voted to securing the services of an ex- 
pert in modern office planning. 

Then—of equal importance—is the se- 
lection of a firm of architects capable 
of giving structural expression to these 
managerial plans. Here, unfortunately, 
the field of choice is rather narrow. 
The public, while discriminating in ar- 
tistic exteriors, as yet has not generally 
demanded fully rounded development in 
the architect it employs, and too fre- 
quently is satisfied with merely a beau- 
tiful and impressive facade. Only a 
few firms have had either the vision 
or the ability, without the incentive of 
public demand, to furnish an office and 
structural engineering equipment which 
can meet the requirements of a modern 
industrial plant or office building. 

The common lay attitude was ex- 
pressed not long ago by a prominent 
business man who said that the way 
to plan a new building was to ask each 
department manager to tell him how 
much floor area he would require, and 
then give the aggregate square feet to 
an architect and tell him to put up a 
building with offices totalling so many 
square feet of floor area. Under such 
minimum demands there is little incen- 
tive for the architect to equip his firm 
so that he will be capable of producing 
a modern office building with: 

1. The artistic exterior which the 
management, the community, and the 
industry have a right to expect; 


2. <A structural and mechanical de- 
sign and equipment for maximum prac- 
ticability and economy; 

3. An interior arrangement capable 
of meeting the highest demands of ef- 
fective management. 

Having selected a firm of architects 
and engineers adequately organized to 
plan, design, and supervise the construc- 
tion of the building, the next decision 
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must be in regard to cost and site| 
the latter both as to location and are, 


Question of Cost 


| 

It is most important that the over. 
head rental expense for the company 
in the new building should not be &XCeg. 
sive, and that it should bear a favorable 
relation to the current local rental rates 
which the company would have to Day 
if required space were rented instead | 
of owned. Unless this factor of cost is) 
carefully controlled, a home office build. | 
ing may become a serious extravagance | 
In Management. 

The annual cost to the company jg 
the criterion of justifiable building Cost 
and not the gross investment. For ex, 
ample, one company might put $1,009. 
000 into a building, and by careful plap. 
ning and rental to tenants have a much 
more economical and advantageous jp. 
vestment than another company of the 
same size which puts only $250,000 into 
the building and occupies it exclusively, 

A study of the experience of a nun. 
ber of well-managed life insurance com: 
panies, suggests that the rental overhead 
should not exceed $200 to $250 for each 
million of insurance in force, for a com. 
pany of from $50,000,000 to $500,000,000, 
As a company grows, the proportionate 
relation of gross rental to insurance jp 
force should steadily become less. 

Site 

Location. The decision here depends 
upon whether a building designed aga 
large office building is determined upon 
with the rental and investment purpose 
principally in mind and only a relatively 
small part for company occupancy, or 
for immediate or ultimate exclusive oc. 
cupancy by the company. 

In the former case, a down-town site 
near the center of the business district 
will be necessary. Such a site will be 
expensive, and a very large rental area 
will be required in order to allow a 
moderate rental for the space occupied 
by the company. The expense of this 
site will influence the company to occu 
py as small a floor area as possible, and 
so will tend to overcrowding of the of: 
fice force, and may seriously hamper 
adequate personnel provision. 

While some life insurance office build 
ings have proved a good investment, 
many others have seriously depreciated 
in income value. Some years ago, when 
tall buildings of the sky-scraper type at- 
tracted attention and comment, there 
was more favorable advertising value to 
this type of building than today. The 
trend is undoubtedly towards the build: 
ing designed primarily or exclusively for 
the company’s use, and in that case the 
site need not be down town, and there 
are many reasons which make a site 
outside the main business district more 
desirable—less expense, less noise and 
dirt, freedom from parking nuisance, fa 
cilities promoting health and recreation, 
possibility of acquiring a sufficient area 
to permit of expansion, and to obtain 
a suitable setting for a beautiful and 
distinctive building. So that today, 
many companies are erecting thelr 
home offices in locations chosen fot 
beauty, economy and adaptability, from 
one to five miles from the central busi 
ness district. 


In determining the final choice of 10 
cation, a wise management will not el 
tirely leave out of consideration the per 
haps intangible but nevertheless real 
effect of environment on the employee. 
Pure air, attractive outlook, beauty of 
surroundings—are reflected in character 
and quality of work. 

Area. One of the best arguments for 
the outlying site is that sufficient are4 
can be acquired at reasonable cost to 
permit of future lateral expansion. The 
advantage of lateral over vertical expat 
sion will be discussed later. Emphatic 
stress should be laid on the importance 
of provision for expansion, as this has 
been so uniformly underestimated in the 
older buildings. With the expansive 
down-téwn site, unoccupied ground is al 
most out of the question, and expansiot 
of necessity must be provided by buy: 
ing contiguous rent-bearing property 
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py building rental area on additional 
floors into which the company will grad- 
ually expand. Exclusive occupancy of 
an expensive site with facilities for ver- 
tical expansion makes a heavy over- 
head investment for the first years of 
occupancy, at a time when the company 
can least afford the loss. When addi- 
tional rental floors on a small ground 
area are built for expansion, such ex- 
pansion must be obviously either up or 
down, time dividing departments and 
units that more effectively function in 
direct proximity. Furthermore, this ad- 
ditional space cannot be built to meet 
the demands of later improvements in 
method or planning, but must be taken 
over as needed and adapted as well as 
possible by removal of partitions and 
other makeshift alterations. It can 
never be as well adapted to the business 
as if it had been designed for specific 
purposes. 

When the rapid growth of American 
life companies is taken into considera- 
tion, with every reason to expect this 
rate to increase rather than decrease, 
it may be stated that as a general rule 
the site should be at least twice as 
large as the portion to be immediately 
occupied by the building; so that, if the 
building is designed for ten years’ 
growth, the ground area will permit of 
at least twenty years’ occupancy. 

The area determined upon also de- 
pends on the neighborhood opportuni- 
ties for personnel activities. Some com- 
panies, in order to make adequate pro- 
vision for outdoor recreational activity 
for employees, have acquired from ten 
to twenty acres of grounds. Other com- 
panies have located adjacent to public 
parks or playgrounds where ample fa- 
cilities are provided. The economy of 
the latter plan is obvious, though, of 
course, lacking in the exclusive advan- 
tage of grounds privately owned. 

The convenience of location to trans- 
portation facilities for use of employees 
must be kept in mind. 

The space occupied by an insurance 
company can be considered under two 
main divisions: 1. Business routine; 
2. Service and Personnel. 

Business Routine 

The routine work of most business or- 
ganizations divides into three or four 
major departments, and when it is pos- 
sible to accommodate an entire depart- 
ment (or, in the case of the largest 
companies, one unit) on one floor rather 
than to have it divided on separate 
floors, there is great economy in time 
and effort. 

Naturally, if more than one department 
can be accommodated on one _ floor, 
there is additional saving, and there- 
fore the larger floor area, the more 
economical will be the office manage- 
ment. 

The practical limits, due to cost of 
land and construction, that are neces- 
sary for the building area make the 
best height for the moderate-sized com- 
pany from two to six stories—two sto- 
ries for the smaller company where the 
building is planned for exclusive occu- 
pancy, up to six stories for the larger 
company, or for the smaller company 
where several stories are provided for 
immediate rental and later successive 
company occupancy. 

The tendency towards removal of 
partitions and the development of the 
large, unobstructed office space has al- 
Teady been mentioned. The noise prob- 
lem, which was objectionable in the 
older offices with numerous typewrit- 
ers, has been entirely overcome by 
larger office areas and by modern 
Sound-proofing. The  properly-treated 
large office with a hundred or more 
typewriters, now gives one a restful 
Sense of quiet in contrast to the small 
office where two or three typewriters 
Taake sharp, metallic sounds reflecetd 
from the nearby solid wall. 
olan adaptability of the large, unob- 
ditte ed office to variations in growth of 
: a units, to standardization, and 
v1 Onsecutive routing of work, is ob- 
10us. Instead of ripping out partitions 
po rebuilding them repeatedly with al- 
‘rations in office routine, only the 








desks and chairs need be moved. Such 
a change can be made in a few minutes 
as the best interests of the work re- 
quire, whereas the removal of partitions 
is always delayed until the demand is 
imperative, with ad interim crowding 
and inconvenient arrangement. 

The question of adequate supervision 
is also best met by the large office, 
where one responsible manager can su- 
pervise a hundred or more clerks. These 
same clerks distributed in small rooms 
either without control or with one of 
their number nominally designated as 
unit head or senior clerk, will unques- 
tionably—as long as human nature re- 
mains human—waste a great deal of 
time. The modern and proper attitude 
towards office work is a short, intensive 
day. Constant application for seven 
hours with proper intervals for rest, and 
early dismissal with opportunity for 
daylight recreation, are better for the 
health and welfare of the employee than 
a partly-idled day and long hours—and 


they also produce more and_ better 
work. 
Arrangement. Properly routed work 


determines the location of desks, chairs, 
and files. Any process which requires 
successive handling—such as receiving, 
checking, and acting on new applica- 
tions and issuing policies, or receiving 
and crediting premiums, or handling 
correspondence—should be laid out so 
that retracing of steps is avoided and 
so that the individual case proceeds 
continuously from the mail-receiving 
desk, through intermediate steps up to 
the permanent file which is the final de- 
pository. 

Where’ several departments are 
housed in one room, receiving mail at 
one end and filing at the opposite end 
gives opportunity for parallel routing 
with equal convenience for each depart- 
ment. When only one department is 
accommodated to a floor, the files may 
be centrally located at one side for bet- 


ter accommodation for the _ clerical 
force. The files should not be scattered 


or placed so that they obstruct visual 
supervision. 

In connection with the statistical 
work of an insurance company there is 
growing use of heavy and noisy address- 
ing, punching, and sorting machines. 
These should be segregated at a con- 
venient point, behind partitions where 
two layers of glass are used for noise 
protection. 

Where private offices are required for 
senior officers and executives, movable 
partitions are a great convenience to 
meet necessary changes. When these 
partitions are of glass, increased super- 
vision is obtained. Modern ventilation 
makes it advisable to have such parti- 
tions about eight feet high, so that free 
circulation of air is possible. 

The new conception of office planning 
has materially altered the location and 
arrangement of private offices. The in- 
terior arrangement of older buildings 
was often determined by the officers, in 
order of seniority, choosing the most 
desirable outside locations of the build- 
ing for their respective suites, and with 
their favored assistants and secretaries 
commandeering the light and air, while 
the clerical force was crowded into 
whatever space might be left. 

The tendency now is to plan the avail- 
able space from the point of view of 
the best interests of the work and of 
the employees, and officers: are located 
with reference to availability, super- 
vision, and control of the work for 
which they are primarily responsible. 

Service and Personnel 

Under this section come—boiler room, 
storage, elevators, lockers and lavato- 
ries, dispensary and rest rooms, janitor 
rooms, library, directors’ and conference 
rooms, class rooms, printing department, 
assembly hall, cafeteria, and rooms for 
recreational facilities. 

It is most important that those serv- 
ice features of the buildings which are 
required on each floor should not be so 
placed as to interfere with the large 
open office plan, or to impede or inter- 
rupt ready and convenient passage from 
one dfepartment to another. Such serv- 


ice elements include entrance, lobby, 
elevators, stairways, lavatories, janitor 
closets, hallways, ete. 

When the entrance is in the middle 
of one side of the building, the floor 
space is almost of necessity divided into 
two wings with the service elements be- 
tween. A solution of the problem has 
been found in some buildings by placing 
the entrance at one corner of the build- 
ing and there grouping the service ele- 
ments, leaving the rest of the floor area 
available for office work. 

One of the most appreciated functions 
of personnel work is the medical and 
nursing service. In a life insurance 
company, this is accommodated very 
conveniently with the medical and labo- 
ratory work. One additional dispensary 
or examining room for every two hun- 
dred employees will be found adequate. 

Where any of the examining for ap- 
plicants or policy-holders’ medical serv- 
ice is done at the home office, provision 
for such rooms must be made, as well 
as for water closets and wash rooms. 
In every home office a urinalysis labora- 
tory will be needed, with proper water, 
gas, and electric connections, with out- 
side, direct light, preferably north. 

A room of sufficient size to accommo- 
date the centralized library of the or- 
ganization will be a great convenience, 
and a stimulus to thorough, informed 
work. 

The provision for luncheon service, 
requiring kitchen, refrigerator, store 
room, and dining room, is a very valu- 
able feature of personnel work. Such 
space is more accessible for deliveries 
in the basement, and less valuable floor 
area is occupied for the hour’s use a 
day than if it were located on one of 
the upper floors. The designing and 
equipment require specialized planning. 

Adequate space should be allowed for 
boiler room, fan room, ete. The com- 
fort of employes, their health, and en- 
thusiasm for their work depend on them 
to no small degree. Thorough engineer- 
ing study of these, as well as for all 
the mechanical equipment, is necessary. 
Under this head come all the questions, 
each one depending on the size of the 
building, its location, public utility costs, 
ete., such as your own power and light 
plant, the heating ventilating, refriger- 
ating, pumping, ete. 

Properly equipped toilet rooms should 
be provided. This comes under the 
plumbing work, and again is the sub- 
ject for good engineering services. 
Each type of building has its own re- 
quirements. The tall office building type 
demands complete facilities on each 
floor. When exclusive occupancy is con- 
templated, the main toilet rooms are 
most economically provided in close 
proximity to the locker rooms and rest 
rooms. This makes possible only small 
supplementary provision for use during 
office hours. 

Ample locker rooms with smoking 
and rest rooms adjacent, are most de- 
sirable. Employees appreciate some 
privacy for their wraps and belongings, 
so that many firms are providing indi- 
vidual lockers. A group locker, which 
provides individual privacy, is now on 
the market, and accommodates eight 
persons. This shows a marked economy 
over the individual locker. 

Elevators are necessary in the high 
buildings, but not in the two-story build- 
ing. Adequate elevator service is a sci- 
ence in itself, and must be carefully 
worked out for each building individu- 
ally. <A freight elevator is valuable in 
any building. 

Storage space is usually underesti- 
mated. Sub-basements, all the dark 
parts of the building are available for 
this, and all such parts should be ac- 
cessible to elevator service. 

Directors’ and Conference Rooms 

A room must also be provided for of- 
ficers’ and directors’ meetings and other 
conferences. Such work would prefer- 
ably not be done in one of the officers’ 
rooms, as it cannot be as free from in- 
terruptions or as convenient for general 
use. While a certain dignity in size and 
appointment is entirely proper for the 
rooms devoted to boards, officers, and 


conferences, the tendency is undoubted- 
ly away from an appearance of extrava- 
gance in apportioning, for these pur- 
poses, space of excessive size or osten- 
tatious luxury. The criterion is good 
taste and suitability, not a too obvious 
costliness. 
Printing Plant 

Many companies have found that a 
printing plant is a great convenience, 
though unless carefully managed and 
supervised, it is frequently a costly ex- 
travagance. Owing to the large, heavy 
machinery required, the printing plant 
is usually located in the basement, un- 
less, as with some companies, a separ- 
ate or nearby building is planned. 

Light 

A plan which will make forty feet the 
greatest distance between two outside 
sources of light, and with insistence on 
sufficient window area, should give the 
best natural lighting, consistent with 
economy of building. The aesthetics of 
an architectural conception should not 
be permitted to jeopardize the visual 
comfort and welfare of hundreds of em- 
ployees for the coming decades of occu- 
pancy. At times when artificial light is 
required, the semi-indirect ceiling type 
of fixture finds much flavor, with white 
ceilings, and very faintly tinted walls. 

Here again is a subject for the most 
careful investigation, and the best pos- 
sible advice. There is so much diverg- 
ence of opinion, such tremendous com- 
petition in the sale of special novelties, 
that unless great care is taken, much 
unnecessary expense will be involved. 
Good light and attractive fixtures can 
be obtained at a relatively small cost. 

Ventilation 

Light and pure air are two most im- 
portant factors in the production of 
good work, and in the health of the 
worker. Good ventilation is not only 
more easily provided for in large spaces, 
but it is also much more economical to 
instal and to operate the necessary 
fans, air washers, ducts, ete., that are 
required. 

There are many different systems of 
ventilation, and each building must be 
studied for the proper method, taking 
into consideration not only its physical 
lay-out, but also the climate and its lo- 
cation as regards smoke and dust. In 
the business center of a city, and in ex- 
tremely cold sections of the country, 
much more complete air washing must 
be provided, so that in the coldest 
weather at least 75% of the air can be 
re-circulated for the sake of the fuel 
cost. With cold water available, the fan 
system can be used in hot weather for 
cooling the air. It is essential that the 
air should have free circulation, that a 
uniform temperature of 66 degrees to 
68 degrees, and that a moisture percent- 
age of at least 30 to 40 be maintained. 

Expansion 

This has been allowed for—usually 
inadequately—in one of five ways: 

1. The tall office buildings, where the 
company gradually expands vertically 
into rental space; 

2. The exclusively occupied building, 
with possibility for vertical expansion 
only by subsequent additional stories; 

3. The exclusively occupied building, 
with ground and design for lateral ex- 
pansion only; 

4. The exclusively occupied building, 
with provisions for both lateral and ver- 
tical expansion; 

5. The partly occupied, partly rented 
building, with provision for lateral and 
vertical expansion. 

The advantage of large office areas 
accommodating homogeneous or related 
units has been repeatedly mentioned. 
This advantage is operating for choice 
against the small ground area, tall build- 
ing type except, perhaps, in such a city 
as New York, where a suburban loca- 
tion is practically out of the question. 

In the sky-scraper type of building, as 
the company or a department expands, 
some executive becomes disassociated 
from the work or the employees for 
which he is responsible; some depart- 
ment must be separated from the files, 
or the filing decentralized; unit after 

(Continued on page 18) 








18 


AMERICAN LIFE CONVENTION EDITION—THE EASTERN UNDERWRITER 








Kendrick Sees Great 
Future for Iowa Cos. 


THIRTY-FIVE NOW IN STATE 





Des’ Moines Already An_ Insurance 
Center With Fifty-Three Making 
Home Office There 
HW. R. C. Kendrick, Insurance Commis- 
sioner of lowa, devoted his address to 
the largely to the greatness 
of lowa and its future as an insurance 

center. Ife said in part: 

Even though lowa is impertant as an 
agricultural State and has developed 
from a howling wilderness to the rich- 
est State in the Nation within the mem- 


convention 


ory of her older citizens, still greater 
development is yet in prospect, and 
that lies in the field of insurance. The 


growth of that industry in 
reads like fiction. 


this State 
From an obscure in- 
surance State a few years ago, lowa 
today ranks third in the number of 
home companies. 

The enormous development of the in- 
surance business in this State has oc- 
curred during the past ten years. It is 
an interesting fact that the amount of 
insurance in force of one of the larger 
lowa life companies at the end of the 
year 1922 was considerably more than 
the amount of insurance of all Iowa 
life companies at the end of the year 
1912. It is also a fact that the total 
admitted assets of each of two of our 
larger life companies at the end of 1922 
exceed the total admitted assets of all 
the lowa life companies ten years pre 
viously. 


Growth of Insurance 


The legal reserve life insurance writ- 
ten during the year 1922 is 489% of that 
written during the year 1912. That the 
premium income of such companies 
shows a gain of 286% of that in 1912, 
and that the total income shows a gain 


HOME OFFICE 
BUILDING EQUIPMENT 
(Continued from page 18) 
unit must be broken away from related 


units and moved to another floor, re- 
peatedly disturbing the plan or work 
which had been developed, and gradu- 


ally the condition for which perhaps the 
new building had been designed to rem- 
edy, is reconstructed. 

In lateral expansion, the end wall is 
merely removed, and the clerks move 
into the additonal space while the work 
retains its relative functional relation- 
ships. 

The tall building type (1), however, 
has the great advantage over (2) in 
that the rental income greatly reduces 
the overhead for the company, and it is 
therefore more economical. 

Types (8) and (4) have the advan- 
tage of lateral expansion over (1) and 
(2). 

Type (53 is economical in that a part 
of the overhead burden is carried by 
rental, and expansion can be either lat 
eral or vertical, as in No. (4), as may 
be desired at the time that the first ex 
pansion is necessary. 

In conclusion, we feel that for the 
most part American life insurance man- 
agement has met in its building plans 
the challenge which the ideals and the 
tradition of the business demand. Life 
insurance stands at the front rank of 
all industrial enterprises in magnitude, 
in personnel, in ethical standards, in 
contributions to society. 

Architecture endeavors to give the 
most suitable and most beautiful inter 
pretation to the needs and ideals of 
each individual problem. 

Many of the more recent insurance 
buildings stand as monuments to the 
successful expression of the demands 
of a great industry by modern archi- 
tectural genius, and make no small con- 
tribution to the development of Ameri- 
can Architecture and to the civic adorn- 
ment of their respective commupities. 


/period of a 


of 297%. That the amount of policy- 
holders in 1922 shows a gain over the 
similar item in 1912 of 206%. That the 
capital stock increased 366% and the 
surplus 220%. 

The figures affecting assessment life 
associations are practically the same in 
both 1912 and 1922. This is a remark- 
able showing in view of the fact that 
ten years ago there were three such 
associations in lowa, and now there is 
only one. 

The figures relating to fraternal 
beneficiary societies disclose an unusual 
situation. While fraternals lost heavily 
in membership, due to rerating of most 
fraternals on an adequate basis, yet a 
remarkable gain is shown in their 
assets. During the ten-year period the 
insurance in force in Iowa fraternals in- 
creased only 13%, whereas the insur- 
anee written increased 119%. 

As affecting fire companies, it will 
be observed that their total admitted 
assets increased from $7,599,931.71 to 
$25,697,845.84. That the net risks in 
force increased from $1,273,912,062 to 
$3,125,474,607, and the net premiums in 
force increased from $9,401,162.22 to 
$17,640,644.38. 

With reference to casualty companies 
it will be noted that the admitted assets 


increased from $465,398.19 to $12,195,- 
856.63, and the net premiums in 
force increased from $86,924.82 to 


$7,097,183.23. 


Business of lowa Companies 
An examination of the records in my 
department discloses a further interest- 
ing fact. Iowa life companies receive 
more in premiums from business out- 


side of Iowa than all non-Iowa com- 
panies receive from business in this 
State. The balance in favor of Iowa 


companies at the end of the year 1922 
amounted to $13,040,356.34. I doubt 
that this record is excelled by any State 
West of the Mississippi River, and by 
few East thereof. 

The statutes ot lowa provide that the 
capital stock of all insurance companies 
organized in this State and the legal 
reserve on all life contracts of Iowa 
companies be invested in a prescribed 
class of securities and those securities 
deposited in the Insurance Department 
for the protection of all their policy- 
holders. As” evidencing the rapid 
growth of the insurance business in this 
State, the securities deposited upon the 
creation of the department on July 1, 
1914, amounted to $56,790,093.38. At 
the conclusion of the nine-year period, 
that is, on June 30, 1923, the securities 
on deposit aggregated $175,487,862.13; 
and increase during that period of 
$118,697,566.75. 

Predicts Rapid Growth 

The phenomenal growth of the insur- 
ance business in this State has oc- 
curred during the most discouraging 
company’s existence—the 
formative period, when success or fail- 
ure is in the balance, and the company 
officials are confronted with handicaps 
almost unsurmountable. Now that the 
experimental stage is past and the com- 
panies are upon a solid financial foun- 
dation, there is every reason to believe 
that the insurance business in Iowa will 
experience a more rapid growth during 
the succeeding ten years than occurred 
in the decade just past. 

There are 266 insurance companies in 
Iowa of which 35 are life and 231 other 
than life. Of these. 53 have their home 
office in the city of Des Moines. I am 
frequently asked: “How do you ac- 
count for so many large and successful 
insurance companies in Iowa?” 

My answer is: 

1. The efficient, conservative 
honest administration of 
officials. 

2. The strict insurance laws of Iowa, 
particularly the law requiring the de- 
posit of securities. 

3. The close supervision of the State 
Insurance Department. 

4. The fact that Iowa is located in 
the heart of the Nation. possesses the 
most productive soil on the face of the 
earth, and is the richest State in the 
Union. 


and 
company 
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WE SAY TO OUR AGENTS 


We want you to make the utmost 
possible money selling Pan-Ameri- 
can policies. Your profit is all we can 
make it. We help you all we can. We 
find prospects and develop them for 
you and help you plan your sales 
campaigns. We ask you to be a 
good representative, to make more 
friends and get more confidence. 
This means continued growth and 
prosperity for all of us. Our policies 
are fair all through, Standard, Sub- 
standard, and Accident and Health. 
Our dealings are fair all through. 
We adopt your prospects when they 
become our policyholders. In being 
loyal to them you are loyal to us. 
You and we and our policyholders; 
our interests are all bound up to- 
gether; all unlimited partners. 


We 
openings for men who measure up 


have a few General Agency 


to Pan-American ideals. 


ADDRESS: 


E. G. Simmons, Vice-President and General Manager 


Pan-American Life Insurance Company 
New Orleans, U. S. A. 


Crawford H. Ellis, President 


Over one hundred millions in force after eleven busi- 


ness years—a world’s record. 
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WALTON L. CROCKER 
ADDRESSES CONVENTION 
(Continued from page 2) 
that life insurance as an institution is 
charged with responsibility for keeping 
the courses Of the institution so shaped 
as to merit increasingly, as time goes 
on, a proper measure of popular 
claim and confidence. Life 
must learn to discipline itself. Its fail- 
ure to appreciate that thing; its failure 
to develop the team work, the fraternal 
cooperation which is possible even 
among competitors in the early days, 
was responsible for its discipline at out- 
side hands. 
“Life insurance must clean its own 
house whenever it is necessary. I am 
therefore glad that these two organiza- 


ac- 
insurance 


tions exist. I am glad that they are 
at present organized separately. I am 


glad that they have found it possible to 
co-operate in an entirely friendly man- 
ner With each other upon all points of 
fundamental importance. The question 
of whether they should continue as sep- 
arate organizations is one which cennnot 
with profit be discussed by anybody 
here. ‘ime alone will work that out, 
but it is certain that as time does go 
on we learn from each other, and, inci- 
dentally, what we learn is the great 
lesson that we must not fight each 
other, but we must help each other. 
The way in the East has been made 
clear now for companies of all persua- 
sions. We abated none of our essential 
principles in working for your cause. 
We shall never ask you to abate any of 
yours in working for any cause which 
especially claims us of the East. 

“And so it seems to me that as the 
years gO ON We can draw closer together 
so that it may become possible, bye and 
bye, that some of our counsels can be 
held in common—if not in toto, at least 
by representation; and that national 
questions pertaining to life insurance 
and affecting all questions in the coun- 
try can be discussed in that way. 

“One of these questions you have 
heard discussed in the report of the 
committee which handled preliminary 
term matters for you. 

“As I look 


at this convention I am 
impressed with a sense of the sheer 
physical power emanating from the 
gathering. I am convinced that it por- 


tends and indicates an equal amount of 
mental power. We have seen that illus- 
trated in the remarkable grasp and 
progress of this convention and its con- 
stituent companies. It seems clear, 
therefore, that so far as tne East is 
concerned—and where your companies 
are most favored in jurisdiction and in 
local influence—-you can act with equal 
effect and power, and I hope with better 
effect and power, than we in the East 
have done in clearing your pathway 
there; and one of the things of which 
I wish to bespeak is a cordial co-opera- 
tion with the western companies in their 
power and influence in their specialized 
localities when the East, conducting 
properly its business, is in danger, be- 
cause a danger to one is a danger to 
all, and the benefiting of one is the 
benefiting of all.” 


Five New Companies 
Admitted Last Year 


Secretary Thomas W. Blackburn Tells 
of the Activities of the Convention in 
Legislative Matters; Legal Bulletin 
Valuable Feature of Work; Small 
Amount of Litigation During Year. 


In his annual report Secretary Thom- 
as W. Blackburn said that five new 
members have been admitted to the 
American Life Convention—Business 

en’s Assurance Co. of Kansas City, 
Midwest Life of Lincoln, State Life of 
Iowa, United Fidelity Life of Dallas, and 
International Life & Trust of Moline, 
lll. There are 147 members. 


There were forty-four sessions of the 


legislatures during the fiscal year, with 
nearly 38,000 bills affecting life insur- 
ance. 

Under the arrangement for legislative 
information full texts of bills were re- 
ceived shortly after their introduction 
and texts of amendments while under 
consideration were promptly received. 
Telegrams brought brief notices of in- 
troduction and progress through the 
legislative mills and copies of enact- 
ments were at hand within a brief peri- 
od after bills became laws. 

Ralph N. Kastmer, a young lawyer, 
was engaged soon after the last annual 
meeting to handle the legislative bu- 
reau. He also keeps up the Law Digest 
Cards and has been a busy young man 
from the date of his entering the serv- 
ice of the convention. 

The Law Digest which was supplied 
to the companies first in 1921 contains 
in card indexes briefs of all laws in 
force in the several states. At the time 
they were first sent out there were 
some 4,300 cards, including cross ref- 
erence and calendar cards. Since the 
original sets were supplied to the com- 
panies a large number of substitute 
cards have been issued to take the place 
of the originals. Since January 1, 1923, 
Mr. Kastmer has corrected and printed 
1,922 cards and has 350 additional cards 
now in the printer’s hands. 

The secretary receives many compli- 
ments from counsel of our companies 
and counsel of non-member companies 
for the Legal Bulletin, which is pre- 
pared and issued by Wm. Ross King. 
In the eighteen months covering vol- 
umes 7, 8 and 9 of the Bulletin, 175 
life cases, 120 fraternal cases and 75 
accident cases were digested. Of these, 
the judgments for the beneficiary were 
affirmed in 60 cases and for the com- 
pany 25 were reversed. Judgments for 
the beneficiary were reversed in 65 
cases and of the 80 cases decided where 
legal reserve life insurance companies 
were involved, more than one-half were 
decided for the companies. Assuming 
that the amounts involved in these 80 
cases averaged $5,000 per policy, the 
total sum involved is only $400,000, and 
this is scarcely one-tenth of one per 
cent. of the amount paid to policyhold- 
ers in a single year. 

The Legal Bulletin digests about one- 
half of its cases before the decisions 
have reached the printers of the ad- 
vance sheets of the reporter systems. 
More than one lawyer has found in the 
Legal Bulletin’a case “not yet report- 
ed” in any other service which was his 
life-saver. 

The legal department of the secre- 
tary’s office during the convention year 
last briefed 20 propositions of law for 
counsel of our companies applying tor 
the service. 


Western Farmer Not 
Broke; He’s Just Mad 


Harvey Ingram, Editor, Des Moines 
“Register and Tribune,” Gives Illu- 
minating Picture of Attitude and 


Condition of Farmers; Says Missis- 
sippi Valley is Garden Spot of the 
Earth. 


——— 


Des Moines, October 18.—Harvey In- 
gram, editor of the Des Moines “Regis- 
ter and Tribune,” gave the American 
Life Convention an inside view of the 
Western farmer which was truly illumi- 
nating. He admitted that the farmer is 
dissatisfied with the way he has been 
treated and was quite sure that he would 
insist that his voice be heard at the 
tiational capital, but that the farmer is 
broke, or tending towards Bolshevism, 
he ridiculed. His own estimate of the 
situation follows: 

“The farmers are mad—let there be 
no mistake. They are angry over the 
way that deflation hit them, but the 
thought that they have no money is 
silly. A few of them did go broke after 
inflation, including those who were 
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iaucy SLOCK breeuecrs Or Were vreeders 
of ted cattle, but the dairymen made 
money and will continue to do so. Feed- 


ing cattle is a gamble. They are bought 


in the spring and cannot ve sold until 
much later in the year; and in the 
meantime, the market fluctuates and 


they have spent a lot on buying feed. 
“iowa has 500,000 automobiles, with 
more than 30,000 licensed in Des Moines. 
That is quite a lot for 2,500,000 popula- 
tion. IL have 


never yet found a man 
who owned a car and did not have the 
price to run it. Every car has four 


lures, and, averaging them at $20 apiece, 
that is a little item of $40,000,000. They 
said we were $40,000,000 overdrawn in 
the Federal Reserve Bank. The only 
reason We Were overdrawn was because 
we had such a little credit with the 
Federal Reserve Bank. The Commer 
cial-National Bank of Chicago had twice 
the credit with the Federal Reserve 
Bank than the entire state of Iowa. 

“Our corn crop this year will amount 
to so many millions of bushels that it 
it sells for only sixty cents, which is a 
low price, there would be an item oft 
$260,000,000 trom that source. Think 
of a state that can take that amount 
out of one crop! 

“America is the richest spot on earth, 
richer than any other nation ever was, 
and the Mississippi Valley is the garden 
spot, with more comforts, conveniences, 
advantages and wealth an da finer pop- 
ulation of mingled races than ever char- 
acterized one section. With so many 
advantages no one need worry about the 
future of the Mississippi Valley. 

“It was a mistake to withdraw our 
credit the way they did—compelling our 
banks to pay up. That was what made 
the farmers mad. The farmers will con- 
tinue to have their bloc in Congress, 
which will voice their views. This does 
not mean that there will be any third 
party movement.” 


Resolutions Passed; 
Committee Changes 





Executive Committee Decided to Assess 
Company Members $5 Per Million 
Insurance in Force to Finance New 
Service Bureau; Want Committee to 
Devise Means of Preventing Waste 
of Lapses. 


Des Moines, Ia., Oct. 19.—Lee J. 
Dougherty, retiring president of the 
convention, was elected a member of 


the executive committee. Another new 


LIFE INSURANCE AND BANKING 


(Continued from page 15) 

to the insatiate desire for a larger share 
of the world’s wealth—at any cost. We 
have passed through that period, I ver- 
ily believe. But we have not yet 
placed our feet on solid ground. We 
were offered many remedies. Some are 
panaceas. Some are plans for genuinely 
constructive effort. Still—uncertain, 
without charted course—we drift. 

Through all this period, the steady 
growth of life insurance has been a 
source of constant encouragement, like 
a beacon light at night on a rocky coast. 
The people of our country have pur- 
chased life insurance policies in number 
without precedent and for tremendous 
amounts. This has constituted the crea- 
tion of great reserves of capital beyond 
touch of the speculative fever, capital 
which forms a part of the solid founda- 
tion of basic investment—but that is not 
all. The possession of this tremendous 
amount of insurance indicates that 
forces are at work in the minds of 
Americans other than a mere desire for 
quick and large profits. The speculative 
fever has been carried to excess, but it 
has not swept away everything before 
it. Despite it, fighting against it, has 
been the sober realization that a part 
of today’s income should be set aside 
for future need. Beset on every side 
by the desire for quick and easy wealth, 
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executive committee man elected was 
H. B. Arnold, vice-president of the Mid- 
land Mutual, and Guilford Deitch, of 
the Reserve Loan Life, was re-elected. 

The convention adopted this resolu- 
tion relative to the American Service 
Bureau which is an inspection bureau: 

“Resolved that the legal status of the 
American Service Bureau and the so- 
called trust agreement executed and 
now existing by and between the Amer- 
ican Service Bureau and the American 
Life Convention remain unchanged.” 

“Resolved that the executive commit- 
tee of the American Life Convention is 
hereby requested to levy an assessment 
on the members of the American Life 
Convention for the convention years of 
1923-24 and 1924-25 of $5 per $1,000,000 
of insurance in force and to loan the 
excess of the proceeds of said assess- 
ment over and above the amount nec- 
essary to defray the expenses of the 
American Life Convention to the Amer- 
ican Service Bureau in accordance with 
such terms as the executive committee 
may deem wise.” 

This resolution was also adopted: 

“Resolved that the president appoint 
a committee of at least five members 
of this convention to consider and re- 
port to the next annual meeting meth- 
ods of preventing lapses or demise and 
present plans for minimizing the waste 
so generally suffered from this source 
and that the other several suggestions 
in the president’s annual address be 
recommended to the executive commit- 
tee for consideration.” 

Vice-President Hamilton, of The Pru- 
dential, talked to the convention before 
adjournment. 





Eastern Executives 
Represent A. L. I. P. 


Walton L. Crocker Guest of Grant 
Club; F. L. Allen, Mutual Life, and 
C. I. D. Moore, Pacific Mutual, At- 
tended; New American’ Service 
Bureau Formed. 





Des Moines, Ia., Oct. 18.—Walton L. 
Crocker, president of the John Hancock, 


was the guest of honor at the Grant 
Club, a body of leading business and 
professional men here, at a luncheon, 


Mr. Crocker discussed the widespread 
variety and constructive character of 
American 


insurance company invest- 
ments. 
The American Life Convention, in 
executive session, again gave lots of 


time to the consideration of the inspec- 


the ideal of thrift may have been sadly 
battered, but it has not been conquered. 
The American people may have been 
lured to follow false gods of finance, 
but they have not failed at least to cast 
an anchor to windward. 


It is under these conditions that there 
arises the need for leadership, intelli- 
gent, conservative, enlightened,  self- 
sacrificing leadership. The call goes to 
every American citizen, regardless of 
his position in life or the nature of his 
task. It should appeal with particular 
force to the banker and the insurance 
executive because of their special oppor- 
tunity, because of the inspiration which 
comes from their knowledge of the vast 
importance of their particular task. 


The banker and insurance executive 
can and should aid each other—and in 
the service they render jointly, they are 
a potent and valuable factor in the ad- 
vancement of their country. Together 
they can exercise a great influence for 
the restoration of sound, substantial 
principles—of government, of business, 
of individual conduct. Together they 
can labor most effectively for construc- 
tive progress, for repudiation of false 
principles, for adherence to ideals that 
have been tried and proven worthy— 
for thrift, for honest dealing between 
men, for unselfish consideration of 
others. 
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Allen 
Life, intr one of 
wyers in New York, 
talked convention this morning 
and C. I. D. Moore, of the Pacific Mut 
ual Life, talked yesterday. Both were 
representatives of the 
Life Insurance Presidents along with 
Walton JI... Crocker. Mr. Allen invited 
the members of the American Life Con- 
vention to attend the meeting of the 
association in New York in December. 
He said there were problems common 
to each and said it was to the interest 
. of all to solve these problems promptly 
and correctly. 


oduced as 
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Largest American Life 
Convention Meeting 


New Record of Attendance Set With 
114 Represented; W. W. 


Head, President of 


Companies 
American Bankers 
Association, One of Speakers, is In 


sured for One Million Dollars. 


Des Moines, Iowa, Oct. 
Hartman, 
Equitable Life 
today 


the 
Society, made 
the 
Life Convention as representative of the 
Nationa! Life Under- 
writers. 

The sale of life insurance is first, last 
and all the time a matter of sentiment, 
he said. 

He was followed by Walter W. Head, 
president of the American Bankers As- 
sociation, president of the Omaha Na- 
tional Bank, and carrier of one million 
dollars worth of insurance, who dis- 
cussed life insurance, banking and 
citizenship. 

This is the largest American Life 
Convention meeting, as one hundred 
and fourteen companies are represented. 
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Give Three-Quarters, 
Take Little Fry’s Code 


Old Line Life of Milwaukee, Enters 
Several New States, Among Them 
Pennsylvania; James V. Barry Makes 
a Good Talk. 


Des Moines, Iowa, Oct. 18.—During 
his talk last night at the executive com- 
mittee, Rupert F. Fry, president of the 
Old Line Life of Milwaukee, read a 
new code which he has composed and 
adopted as a guide. It reads: 

“Give seventy-five per cent, and take 
twenty-five per cent. 

“Do not expect anything and ask for 
little. 

“What good things you receive will 
then come to you as a pleasant sur- 
prise.” 

The Old Line Life by the way has en- 
tered Pennsylvania, Washington, Cali- 
fornia and Texas. 

James Victor Barry, vice-president of 
the Metropolitan Life, was called to the 
platform this afternoon and he made 
an excellent talk in which he quoted 
two fine inspirational poems. 


Original Features 
Shown at Banquet 


Among Novelties Was Appearance of 
Young Women From Des Moines 
Business Offices in Musical Act; 
Newspaperman Impersonates R. W. 
Stevens in Radio Stunt. 


Des Moines, Iowa, Oct. 18.—The ban- 
quet of the American Life Convention 


general counsel of 


Association of 


tonight was far out of the ordinary, 
having many original features, includ 
ine the appearance of a number of 
young women from Des Moines business 


Hay 


and 


offices trained by Lena Rogers 


wood, an operatic coach singer 
dramatic teacher. 

Hazel Fry, one of the performers, is 
the stenographer of President George 
«Kuhns of the Bankers Life Company. 

The banquet was under the direction 
of Charles M. Cartwright, of the “Na 
tional Underwriter,” with W. W. Mack 
of the “Weekly imper 
sonating R. W. Stevens, vice-president 
of the Illinois Life other out-of 


town executives on the radio in a clever 


Underwriter” 


and 


stunt. 
Vice-President G. 
Life, 


arranvements. 


S. Nollen, of 


active In 


the 
the 
were no set 


Bankers Wak also 
There 


peeches. 


Hedges and Hamilton 
Speak at Luncheon 


Job EK. Hedges Urges More Idealism; 
W. |. Hamilton Says Devotion to 
Interests of Assured is Fundamental; 
Men of Highest Needed to 
Carry on Modern Idea of Insurance 


Business. 


Type 


Des Moines, Iowa, Oct. 18.—Vice- 
President W. I. Hamilton, of The Pru 
dential, and Job E. Hedges, counsel of 
the Association of Life Insurance Pres 
idents, were the speakers at a luncheon 
of the Des Moines Life Underwriters 
today. 

Mr. Hedges made a plea for spirit- 
uality, saying that life insurance is not 
a book-keeping proposition. He said 
that materialism should be displaced by 
idealism. 

Mr. Hamilton referred to the remark- 
able growth of the business of the com- 
panies represented in the American 
Life Convention and stressed the point 
that in the last analysis, whether it 
was merely a company or an individual 
underwriter, it was not so much the 
magnitude of the achievements as it 
was the character of the service ren- 
dered to policyholders which really 
counted. 

The life insurance business is a pecu- 
liarly sacred trust and demands men of 
the highest standards who will always 
recognize that devotion to the interests 
of the insured is inherent in their occu- 
pation and claims precedence over 
everything else. Life insurance repre 
sents the highest form of social co- 
operation and renders a varied service 
to the community at large, which is 
only beginning to be adequately appre- 
ciated. It does more than any other 
single agency to promote the brother- 
hood of man on a practical basis. 





Job E. Hedges Gets 
Big Hand at Meeting 


His Observations on the Too Serious 
Man and the Type that “Kid” Them- 
selves Brings Laughs; Some of His 
Witticisms. 


Des Moines, Ia., Oct. 18.—Job Hedges 
got one of the biggest hands at the con- 
vention when he expressed his appre- 
ciation that the audience had laughed at 
his witty satire. He said the man who 
could make people happy even for a 
moment were an asset to the commun- 
ity, which expression was met with 


ringing applause. Mr. Hedges contin- 
ued: 

“The man who is so serious that he 
feels sorry for himself and can’t enjoy 
himself curries a dead weight. In this 
day of progressive doctrines, it is well 
to cull attention to the fact that the 
Ten Commandments have not been 


amended and that some men who think 


JOB E. HEDGES 


they ure the embodiment of the Ten 
Commandments are really only a fright- 
ful example.” 
A few of 
follow: 
“Some people are strong for altruism 
if it does not cost them anything.” 
“There are some altruistic people 
who want to help others even if they 
have to do so by brute force.” 
“There is a great difference between 
misstatement and an argument.” 
“When a man kids himself he is lost.” 
“IT believe in co-operation. People 
who associate together very rarely fight 
when apart.” 
Des Moines, Oct. 19.—Henry F. Tyr- 
rell, legislative counsel of the North- 
western Mutual Life, entertained the 


Mr. Hedges’ observations 


convention this morning with some of ‘ 


his clever stories and then, falling into 
a serious talk, explained the import- 
ance of the collection of favorable pub- 
lic relations. He advises the execu- 
tives to make friends of managing ed- 
itors, city editors and reporters of 
daily papers in their towns. 

John M. Sarver, president of the 
Ohio State Life, made another talk on 
advertising and also moved that Sec- 
retary Blackburn be thanked for the 
educational pamphlets he wrote recent- 
ly upon life insurance subjects. 

Senator Isaac Miller Hamilton nom- 
inated Joseph B. Reynolds for. presi- 
dent of the American Life Convention 
in an address in which he discussed 
the ability, wisdom and popularity of 
Mr. Reynolds, who was unanimously 
elected. 





Prize Winners In 
Golf Tournament 

Des Moines, Ta., Oct. 18.—The win- 
ners of the golf tournament held today 
were as follows: 

Low gross qualifying score—Henry 
Abels, of the Franklin Life. Putting 
contest—-R. A. Norton, Merchants Life. 
Low net score—Massey Wilson, Inter- 
national Life. 


Graham C. Wells 
Ill at Chicago 


Des Moines, Ia., Oct. 18.—Graham C. 
Wells, president of the National Asso- 
ciation of Life Underwriters, could not 
attend the American Life Convention as 
he was stricken with ptomaine poison in 
Chicago. 
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Take Strong Stand 
On Company Ethics 


THREATEN WITH 


Executive Committee Amends By-Lawg 
Providing for Dropping Companies 
Found Guilty 


Des Moines, lowa, Oct. 18.—Folloy, 
ing the mecting last night of the eg 
ecutive session, the executive commit 
the American Life Conventiog 
met today and passed a strong resoly, 
tion about ethics violations, protesting 
the agents and 
amending the by-laws of the Convey, 


EXPULSION 


tee of 


against twisting of 


tion in such a way as to provide fog 
expulsion from membership in the Am 
Life companies 
guilty of The resoly 
tion follows: 


RESOLVED, that this Convention 
condemns the practice of twisting pob 
icy holders and the use of unfair og 
misleading comparisons as to valueg, 
benefits or security to induce a policy. 
holder to transfer insurance protee 
tion from one company to another and 
pledges its active support to the en 
forcement of laws which prohibit such 
practices. 

RESOLVED, that this Convention 
condemns as contrary to ethics and 
detrimental to the interests of compe 
nies and agents any and all attempts’ 
by whatever form or device except by 
advertising in the insurance journals 
and the public press, to induce an 
agent while under contract, oral or 
written with a given company to trans | 
fer his services in whole or in part, 
to another company except in a cage 
where the assent of the employer com 
pany shall have first been obtained, 

RESOLVED, that the by-laws of the 
American Life Convention be and they 
are hereby amended by adding the 
foregoing resolution. 

RESOLVED, that the by-laws of the 
American Life Convention be further 
amended by adding the following as 
section 17: 

“Any member of the American Life 
Convention who shall upon complaint 
made to the executive committee be 
found to be guilty of any act con. 
demned by section 15 or 16 of these 
by-laws, may by such committee be 
either suspended from all of the priv 
ileges of membership for a time to be 
fixed by the committee, or if in the 
judgment of the committee the gravity 
of the act shall so warrant, be expelled 
from membership in the American Life 
Convention. 

“A company so expelled shall not 
thereafter be eligible to membership.” 


erican Convention of 


these practices, 


The Man Who Insured , 
Alexander of Servia 


C. C. McGhee of Atlanta, Wrote $2, 
500,000 on King’s Life; Then Ar 
ranged With Lloyds’ to Cover the 
Assassination Hazard. 


Des Moines, Ta., Oct. 18.—Walter ¢. 
Hill, of the Retail Credit Company, 
Atlanta, said that C. C. McGhee, At 
linta, insurance broker, has returned 
from London where he saw Prince Pall, 
cousin of King Alexander, of Servit 
While there he closed with Prince Pa 
the sale of a life insurance policy 
the king for $2,500,000. This covers 
the life of the king if he dies from 
natural causes but not if he is assa& 
sinated. 

Before leaving London, Mr. McGhee 
arranged with London Lloyds to pre 
tect against the assassination feature. 

Mr. McGhee controls a lot of insut 
ance on lives of men in what is know? | 
as the Henry H. Rogers group of the 
Standard Oil. : 





























Endorsed at Home and Abroad 





Many of the most prominent executives, agents and 


brokers have sent to their homes every week a copy of 


THE EASTERN UNDERWRITER 


They do not want to miss reading a paper which has 


such unusual sources of information, which presents 





so clearly and picturesquely matters of insurance 
interest, and which is published in the greatest insur- 
ance center of America. 


A year’s subscription of $38 ineludes the fifty-two 
regular issues, and in addition thereto the famous 
special sales editions: “The Gold Book,” devoted to 
life insurance selling, and “The Red Book,” devoted 


to fire and casually insurance selling. 


There are other special service editions issued during 
the year of great value to the business, furnished 
without additional cost to regular subscribers. 


You should read a paper which is accepted as an in- 
surance authority in this country and in twenty-seven 
countries outside the United States and Canada, and 
which is one of the most widely quoted papers in the 


business of insurance. 











THE EASTERN UNDERWRITER 


86 FULTON STREET 
NEW YORK 




















Ready lo Harvest 


Whether you know it or not you are contin- 
uously cultivating prospects for Accident Insur- 
ance. Some of that business is ready to harvest 
nght now. In writing Life Insurance you have 
sold your clients on the protection idea, and 
Income Insurance is one of the most attractive 
forms of protection. 


In addition to the standard Accident Poli- 
cies, the Missour: State Life writes several 
attractive special contracts. 


The Ace Quadruple Accident Policy is in- 
tended especially for Bankers and Professional 
men who are accustomed to thinking in large 
figures. The Champion Income Accident Policy 
is attractive to single men and holders of large 
Life policies. The Pennant Accident Policy 1s 
suitable for the average employee of office or 
shop. 


There is an Accident Policy for every pros- 
pect on your list. Information regarding broker- 
age arrangements furnished on request. 


Missouri State Life Insurance Company 


M. E. Singleton, President Home Office: Saint Louis 


Life 





Accident Health 


Group 




















